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.. Yet This Is Only Part of 
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Distributor Organization Will 
Assume Any Noise Problem 
. . . Satisfaction Guaranteed. 
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161st Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 








A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Company has been de- 
clared this day, payable on January 2, 
1943, to stockholders of record as shown 
by the books of the company at the close 
of business on December 4, 1942. The 
stock transfer books will remain open. 
L. H. LINDEMAN 


November 19, 1942 Treasurer 











(@iMERCIAL Jevestent [Rist 
CORPORATION 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A quarterly dividend of $1.06%4 on the Con- 
vertible Preference Stock, $4.25 Series of 1935, 
of COMMERCIAL INVESTMEN? TRUST 
CORPORATION has been declared payable 
January 1, 1943, to stockholders of record at the 
close of business December 10, 1942. The trans- 
fer books will not close. Checks will be mailed. 


Common Stock, Dividend 


A quarterly dividend of 75 cents per share in cash 
has been declared on the Common Stock of 
COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable January 1, 1943, to 
stockholders of record at the close of business 
December 10, 1942. The transfer books will 
not close. Checks will be mailed. 

JOHN I. SNYDER, Treasurer. 


November 25, 1942. 











These inspectors of binocular assembly in a Westinghouse Electric plant 
represent a tiny segment of the millions of women now employed in industry. 
At least 5,000,000 more are needed. What will happen to those jobs—and to 
industrial volume and trade—if the war ends within another one to three 


years? We attempt a sensible answer to this question in the article be- 
ginning on page 208. 
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The Trend of Events 


ECONOMIC SECURITY ... There is virtually no oppo- 
sition to the objective of establishing greater economic 
security for all individuals. But there are wide differ- 
ences of opinion as to how to do it. Indeed, to express 
the generalization that mass unemployment must be 
avoided if we are to assure prosperity and stability is 
merely to open the debate on means and methods. 

At the recent annual meeting of the National Asso- 
ciation of Manufacturers, some speakers urged greater 
international economic collaboration; others argued for 
American economic nationalism. Some demanded the 
removal of “Government restrictions on business”; others 
favored “closer co-operation” between Government and 
private enterprise. 

Great interest centers currently on the recent recom- 
mendations made by Sir William Beveridge on post-war 
economic policy for Great Britain. But the newspaper 
press has over-emphasized one section of these recom- 
mendations: that having to do with a much broadened 
“social security” system. Actually, the proposals of Sir 
William were set forth in the following order of emphasis: 
(1) international co-operation; (2) economic policies in 
Great Britain “to maintain productive employment”; 
(3) social security. 

That is the correct order for Britain, to whom inter- 
national economic relationships have always been more 


vital than to the United States. And in any country, 
including this one, the wherewithal of real social security 
must be produced before it can be distributed. Obvi- 
ously, therefore, the question of more “reform legisla- 
tion” is distinctly secondary to the question of how we 
can best maintain our economic system at a level of 
maximum productivity after the war. 

On this question there is certain to be much debate 
both during the rest of the war and thereafter. That is 
a good thing. Only through very thorough public dis- 
cussion of so complex a problem can a democracy such as 
ours hope to arrive at a sound program. 


THE POOR FARMER! ... It looks like the Administra- 
tion’s price-control program is headed for the rocks. Once 
more the tireless farm bloc is all set to boost the ante. 
Last week in a surprise move the House of Representa- 
tives revived and unanimously passed a farm parity price 
bill which the Administration had successfully opposed 
only in September on the valid ground that it would add 
many billions a year to the general cost of living. 
This bill would force the Government to include farm 
labor costs in the parity formula. Because of past rise 
in farm labor costs, this would raise average parity prices 
by an estimated 10 per cent. Since farm wage scales 
will rise further, this formula is elastic. When food 
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costs rise, the labor unions naturally will demand, and 
get, “upward adjustments” in wages. Thus, the familiar 
inflation spiral — never fully halted —will again gain 
momentum. The Washington concensus is that the 
Senate will also pass the bill, and that this time it will 
have sufficient support in both branches of Congress to 
over-ride the President’s certain veto. 

For the record, gross 1942 farm income, including Fed- 
eral benefit payments, is estimated at $15,600,000,000 by 
Leon Henderson, or 79 per cent more than in the pre- 
war year 1939. Deducting farm operating expenses, the 
net income is put at $9,800,000,000, or 118 per cent above 
1939. Mr. Henderson points out that the latter figure 
is the largest ever recorded—exceeding by fully $1,000,- 
000,000 “the income earned by farmers in the fabulous 
year 1919, and every dollar of this income buys vastly 
more than it did in that year.” 

Since the lid will soon be off on wage demands, let us 
note also for the record that labor’s weekly earnings are 
now about 53 per cent greater than in 1939 and have a 
purchasing power 30 per cent greater. Again in the words 
of Mr. Henderson, the current wage levels “will permit 
labor generally to enjoy the most favorable position it 
ever has attained.” 

Yet our public officials continue to tell us that civilians 
must accept deep sacrifices. Just what civilians? All 
of us, apparently—except farmers and members of labor 
unions. It is to be doubted that the rest of us will 
passively take it in the neck. We also have votes and 
we know how to talk turkey to our representatives in 
Congress. 


THE RUBBER OUTLOOK .. . The automobile tire 
situation is now easing very gradually, with more liberal 
monthly rations for essential users, but will remain nev- 
ertheless at a stringency level for another seven to eight 
months. After the middle of 1943, output of synthetic 
rubber is expected to mount rapidly as more and more 
of the new plants now under construction come into 
operation. 

From this distance one can look back more tolerantly 
on what a short time ago was generally—and rightly— 
called the Government’s “rubber mess.” After all, the 
goal—and it will be attained—is to reach within two 
years’ time a production of synthetic rubber exceeding 
the natural rubber production that it took the world 
fifty years to attain. Also it must be remembered that 
the technics of synthetic rubber were, and are, in very 
rapid evolution as research experts in the oil, chemical, 
alcohol and rubber industries vie with each other in 
discovery of improved processes. 

After the war, if not before, rubber scarcity is sure 
to be transformed into rubber glut. The scheduled top 
output of synthetics will be nearly double the highest 
volume of natural rubber this country ever consumed in 
a peace-time year. It will slightly exceed previous larg- 
est annual production and consumption of natural rubber 
for the entire world. 

It seems obvious that when the natural product again 
becomes available in large quantity, there is going to be 
an economic “mess” in rubber. The many synthetic 





rubber plants now being built with Government money 
probably will have been made obsolete by interim prog- 
ress in synthetics. If there is post-war money to be 
made out of synthetic ruber, it very likely will be out 
of radically improved post-war plants privately-financed. 
But the central questionmark of the longer future is 
price—price of synthetic versus price of natural. Almost 
certainly it will be a lower and more stable price situa- 
tion than ever prevailed in natural rubber in the past. 

Such a prospect obviously implies that those who will 
derive the greatest advantage from the new deal in the 
rubber world will be (1) the consumers; (2) the enter- 
prises which fabricate rubber—whether synthetic or 
natural—into finished goods. 

Most speculative of all is the profit potentials of the 
primary producers. This doubt is not confined to rub- 
ber. The post-war prospect in all industrial raw mate- 
rials is one of abundant supply and probably a more 
competitive price situation than ever known before. 


RUSSIAN SEA POWER... The magazine Sea Power, 
official publication of the Navy League, has recently 
published a survey of the Russian Navy which states 
that, contrary to popular belief, it is Russia, rather than 
Germany, which has the largest fleet of submarines in 
the history of the world. In 15 months of war with the 
European end of the Axis, the Reds are stated to have 
sunk 81 enemy warships and 276 transports and auxiliary 
vessels totalling well over 1,000,000 tons. 

Russian emphasis on submarines is natural, since her 
psychology has for years been defensive and her fleet 
must operate on four separate oceans: the Black Sea, the 
northern Arctic, the Baltic and the Sea of Japan. Accord- 
ing to Sea Power, the Russians were the first—as long 
ago as 1928—to adopt the prefabricated method of build- 
ing submarines; the parts being built in factories far 
inland and assembled at the coasts. Red subs are being 
built now, for instance, at Gorki, 250 miles east of Mos- 
cow and also in a special factory at Sverdlovsk behind 
the Ural Mountains. It is further stated that the Reas 
in recent years have built great numbers of fast, powei- 
fully armed destroyers, and that two 35,000-ton battle 
ships either are now nearing completion or are im 
commission. 

It is no secret that exceptionally large numbers of 
Russian submarines are maintained at Vladivostok and 
other Siberian coast bases. It is to be doubted that they 
will remain idle—after Hitler is crushed and the Ameri- 
can and British navies are free to concentrate on our 
Japanese foe. Nobody knows when the final act of this 
war drama will be played out but the manner of the 
end will scarcely be a surprise. It will be curtains for 
the Nips, and United Nations air and sea power will 
play the dominant roles. 





THE MARKET PROSPECT . .. Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 208. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, Dec. 7, 1942. 
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BY CHARLES BENEDICT 


THE RUSSIAN QUESTION MARK 


2... a short time ago, we were hailing the Russians 
and hoping that they would inflict an ignominious defeat 
upon the Nazis. And now there seems to be consider- 
able fear that in doing so they will seek to acquire po- 
litical control over all of Europe. And it is quite under- 
standable that we should be anxious, because Commu- 
nism and Totalitarianism as practiced in Russia has not 
been of advantage to any of the people except the party 
bureaucrats. The standard of living in Russia before the 
war was practically on a subsistence level—and this 
after almost 25 years under the new regime. 

Even before the Battle of Africa, we knew that Com- 
munism did not measure up to the Four Freedoms, and 
yet, under the circumstances that existed at that time, 
men were beginning to doubt their own judgment in the 
face of the heroic spirit of the Russians. They reasoned 
that the people must be content with their government 
or they wouldn’t put up such a fight. 

Yet, this is not exactly true. The Russian people are 
not fighting to preserve their bureaucratic totalitarian- 
ism. They are fighting to destroy Hitlerism which they 
know means the continuation of cruel totalitarianism 
under another form, with no 
hope in the future for the liberal 
democracy along the American 
pattern which had already been 
promised them by Stalin. 

A great deal of confusion has 
resulted from too much 
“studied” talking about Commu- 
nism. Moreover, there has been 
much to-do emanating from 
England and the United States 
that sounds very much like the 
rabid Communism of the early 
days before the disillusionment 
of its greatest proponents. I re- 
member when the first exposé 
of the true conditions under 
Communism appeared in the 
press by such former evangelists 
of Communism as Emma Gold- 
man, Max Eastman, and other 
high priests of the new cult. 
But the people have forgotten. 
Their memories are short. They 
are easily swayed by the oppor- 
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tunists who rule the day and whose minds are like the 
shifting sands—ready to turn in any direction. For they 
are constantly torn between their fears and their hopes. 

Those who dream of a glad new world to arise out of 
the ashes of this war are not very realistic. Much good 
will come from this tragic experience, but perfection— 
never. Try as we might, it will be impossible to accom- 
plish a dream world, for when the war is over, in every 
country men will come out of their secret hiding places. 
Men whose ideas will be in conflict with ours, and who 
will be ready to fight for their own privileges and power 
at the expense of everybody else. And in this country, 
hotheads will arise, demanding isolationism as they did 
after the last war—and wise men will wear themselves 
out trying to strike a balance. 

If we wish to usher in an age of liberal democracy to 
supersede Communism and Fascism, we will have to 
assist the various leaders in the countries of the world 
to reorganize their economies and provide a livelihood 
for their people. For a long time it will mean feeding 
these people out of our bounty. At the moment, there 
are governments in exile for (Please turn to page 257) 
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Gauging New Reeovery Phase 






Unless first strengthened by more reaction, the technical structure will 
afford only moderate year-end advance. We do not believe this is an op- 
portune time to make new purchases for longer-term investment retention. 


BY A. T 


Summary of the Fortnight: With strength in so-called 
peace stocks just about balancing softness in war stocks, 
the Dow industrial average moved sidewise in a narrow 
trading range only moderately under its top recovery 
level. A rather impressive number of individual issues 
made new highs for the year. The rail average extended 
its reaction. 


S ince early November, due to the “shortened war” 
psychology, we have really had two stock markets. 
Issues popularly regarded as having doubtful or poor 
post-war potentials have reacted considerably, and in 
some cases very sharply, from their highs. Stocks be- 
lieved to have promising or satisfactory post-war pros- 
pects have held firm near their highs for the year or 
have advanced to new highs. 

For instance, from best levels of Nov. 9, when the 
industrial average made its recovery high to date, to 
recent lowest prices, Bethlehem Steel was off 7 points, 
U. S. Steel 544 points, Douglas Aircraft 8 points, Ameri- 
can Car & Foundry 4 points, Lockheed 34 points, Sav- 
age Arms 21%, Ex-Cell-O 314, New York Shipbuilding 
23, Atchinson 434. These declines ranged from roughly 
11 to 17 per cent, while the maximum recession in the 
Dow-Jones industrial average on an intra-day basis was 
about 4 per cent. 

Against this, stocks in recent demand at prices well 
above early November levels have included Coca Cola, 
Commercial Investment Trust, Sears, Roebuck, J. C. 
Penney, Eastman Kodak, American Chicle, Dow Chemi- 
cal, McGraw Electric, Union Carbide, Flintkote, Ameri- 
can Air Lines, Pan-American Airways, Colgate, Commer- 
cial Credit, Montgomery Ward, W. T. Grant, Western 
Auto Supply. 

Considering the character of the war news in recent 
weeks, there is, of course, nothing surprising in these 
divergent performances. Quite aside from the more 
favorable turn in the war news, the general behavior of 
war stocks throughout the entire recovery period from 
the low of last April had been inferior to that of the 
market as a whole. Our own fundamental distrust of 
non-recurrent war earnings has been frequently em- 
phasized; and we have repeatedly stated our preference, 
in longer term speculative-investment policy, for (1) 
“war-and-peace” stocks and (2) “peace” stocks. 

By “war-and-peace” stocks we mean stocks of com- 
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. MILLER 


panies which appear to have favorable post-war pros- 
pects but which also will fare relatively well during the 
war in terms of earnings and maintenance of unimpaired 
financial and producing assets. Typical examples are 
the leading autos and accessories, farm equipments, 
office equipments, etc. 

Despite some exceptions, “war-and-peace” stocks have 
not been prominent among those recently making new 
highs, although most have held fairly close to best re- 
covery levels. And while “peace” stocks—such as Coca 
Cola, American Chicle, Commercial Investment Trust, 
etc.—have by no means accounted for all of the new 
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highs recently, nevertheless on the whole they have been 
the most favored group. 

To our mind it is open to serious question whether so 
marked a discrepancy can be maintained more than 
temporarily. It probably is true that we have reached 
a basic turning. point in the war in the sense that the 
over-all strategic position of the United Nations has 
changed from defensive to offensive. But it is still any- 
body’s guess how long the war will last. Churchill and 
Roosevelt are the military experts whose judgment this 
writer most respects—and both have warned that there 
is much hard fighting ahead. 

The London stock market over the past fortnight has 
taken a marked turn to the cautious side. Commentators 
there advance two reasons: (1) a toning down of “short 
war” hopes evoked by the strong German resistance in 
Tunisia; (2) the focusing of investor attention, as a 
result of issuance of the Beveridge report on national 
planning and social security, on the debatable post-war 
status of capitalist enterprise in Britain. 

Since it is a foregone conclusion that the Axis will 
eventually be forced out of Africa, why are the Germans 
willing to sacrifice important quantities of men and equip- 
ment in what can only be a delaying action? The answer 
is obvious. It is to gain time either for other Nazi 
counter-moves or to strengthen Axis defensive positions 
on the Continent, or both. There are reports from 
usually reliable Ankara of large-scale German troop 
movements into southern Italy and the Balkans. This 
is all to the good in the sense that German pressure on 
the Red armies must be substantially reduced. But 
whether Germany will crack as soon as we hope or put 
up the most desperate kind of resistance for a long time 
to come remains the greatest imponderable of this war. 

So far as longer term investment policy is concerned, 
none of this alters our view that “war-and-peace” stocks 
and “peace” stocks constitute holdings much preferable 
to “war” stocks. But from a shorter term point of view 
we advance the following thoughts: 
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“war-and-peace” stocks. 

(4) Looking still further ahead—that is, from an 
intermediate term point of view—we think the chances 
are that the type of “war-and-peace” stocks and “peace” 
stocks that we favor in long term policy can be pur- 
chased at some time within the forepart of 1943 to better 
advantage than at present. 

We concede the possibility—perhaps probability—that 
within the next month to six weeks the Dow-Jones in- 
dustrial average may attain a recovery high moderately 
above the highest level heretofore recorded, which was 
117.30 on November 9. But we are inclined to expect 
that this would be a relatively small percentage addition 
to the present recovery phase rather than the beginning 
of a new phase of important and sustained advance. 

In peculiar degree, the basis of this bull market is 
psychological. The normal foundation for a bull market 
—a rising trend in corporate earnings—is not present and 
can not be present while the war is in progress. Advance 
in the market must depend on a continuing willingness 
of investors—for this is primarily an investor-dominated 
market—to pay higher and higher prices for what is on 
the whole a static level of earnings. The psychological 
factors influencing this are: (1) Hopes or fears as to the 
duration of the war; (2) the degree of confidence in 
the over-all post-war prospect for private enterprise and 
the return on invested capital; (3) the degree of con- 
fidence in post-war earnings potentials of individual 
stocks. 

We don’t think the last period of worry or doubt 
about these matters has been seen; and most stocks 
which appear to have favorable post-war potentials are 
now discounting an indeterminate future at least a 
goodly distance in advance. It begins to appear that 
a full scale intermediate reaction is more likely in the 
forepart of 1943 than in this final month of 1942. 





Conclusion: We advise a sit-tight policy on long term 
equity holdings but would defer any new buying. 
—Monday. December 7. 
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L. is time for business men and investors to be think- 
ing very seriously about the end of the war. 

This not by any means to imply that peace is “just 
around the corner.” In the face of the imponderables 
involved, it would indeed be a rash or foolish man who 
ventured precise prediction on this score. 

But the war road is no longer completely unknown, 
as it was when our enemies held the initiative—when 
they were advancing, and we retreating. Now (1) Amer- 
ican-British-Russian war production is a veritable flood, 
far surpassing that of our enemies; and (2) we have 
firmly assumed the offensive initiative according to 
sound strategic plans which are being executed with 
remarkable effectiveness. 

For both of these reasons it can be said with consid- 
erable assurance that the basic turning point in the war 
has come. The “how” of victory can be seen in fairly 
clear proportions. That being so, the “when” becomes 
a matter of reasonable conjecture and no longer a wild 
guess into a dark and unlimited future. 

Germany may be defeated in 1943—or 1944—or 1945. 
Japan may be beaten within a year to eighteen months 
after Germany is crushed or capitulates. This range of 
conjecture does not seem over-optimistic to the writer 
nor to most military experts. Certainly it falls within 
the boundary of calculable possibility, if not prob- 
ability. 

If that is so, it surely is not premature for business 
men and investors to begin shaping their own strategic 
plans with proper allowance for post-war economic- 
industrial prospects and potentialities so far as they 
‘an be foreseen with approximate clarity. 

The first thing to be emphasized is that the end of 
the war, whenever it comes, need not, and in all prob- 
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Year— 


In 19414— 
In 1943— 


BY JOHN D. C. WELDON 


ability will not, usher in a 
business depression. Upon 
this point a very large ma- 
jority of our economists and 
our most influential indus- 
trialists are in full agree- 
ment—assuming that, especially in the transitional 
period, an intelligently constructive “control” policy 
will be carried out by whatever Administration is in 
power, with adequate cooperation by Congress; and 
assuming further that business men will be left under 
no major uncertainty as to this policy. 

In the writer’s opinion, these assumptions are safe. 
At least in domestic economic policy, there appears— 
fortunately—to be no political alternative to the New 
Deal except a Republican version of it. If the next 
Administration is Republican, almost certainly it will 
be headed by some one from the “liberal” wing of the 
Party, as represented by such men as Willkie, Dewey. 
Saltonstall, Stassen and others. 

Such a man will know—or very quickly learn—that 
it is out of the question in the modern world to leave 
employment, economic activity and the ups and downs 
of the business cycle to the mercy of what stand-patters 
used to call “free economic law.” 

A large majority of the American people are agreed 
that maintenance of a high level of national income and 
employment is a proper concern and responsibility of 
the Federal Government and that to that end: (1) Gov- 
ernment policies should be calculated to give maximum 
play to the productive energies of capitalist enterprise, 
and (2) Government spending must be used as a com- 
pensatory control to such extent—but no more—as is 
necessary to attain substantially full employment and 
utilization of our economic resources at a prosperity 
level. This concept is accepted in England and various 
other countries. It will be accepted throughout the 
democratic, capitalist world. Certainly laissez-faire has 
long since ceased to be a feasible alternative. The only 
remaining alternative is the Authoritarian State— 
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whether it be Communism or Fascism or some other ism. 

I therefore venture to say with confidence that the 
problem of shifting from a war to a peace economy will 
be solved with no undue difficulty. Time will be required 
for the progressive re-conversion of civilian industries 
now engaged wholly or largely in war production. Demo- 
bilization of the armed forces—and of industry—will 
not be sudden but necessarily will be spread over a 
period of many months. Nor will it ever in our time 
be anywhere near as complete as it was before the war— 
for, having won the war and the peace, we shall insist 
on keeping them won; and that will for an indefinite, if 
not permanent, time require maintenance of much 
greater military power than we have previously main- 
tained in peace time. 

Now assume, for the moment, that we defeat Ger- 
many in another year. That would still leave Japan to 
be finished off. Obviously, therefore, we are not going 
to start any demobilization—or any renewed production 
of presently stopped civilian goods—when the European 
war is won. The beginning of that must await comple- 
tion of the whole job. So let us imagine—though it 
seems on the optimistic side—that such completion is 
had by mid-1944. What might be economic-industrial 
position and prospect be at that time? 

The answer to this question depends on (1) the 
prevailing level of consumer purchasing power; (2) the 
scope of the deferred needs for civilian goods; and (3) 
the “confidence factor” as it relates to the willingness 
of people to spend and invest their money. 

Point No. 3 is the hardest to appraise at this dis- 
tance, and will obviously depend primarily upon Gov- 
ernment policies developed in the interim. Public 
opinion polls show that the public is not bullish on the 
post-war prospect. A majority fear the return of large- 
scale unemployment. Among business men a majoritvy— 
even if approving of the 
theory of Government 
intervention in the eco- 
nomic cycle—lack confi- 
dence in some of the 
collateral New Deal 
policies, especially as re- 
gards_ taxation and 
labor. 

Public fear of unem- 
ployment and _ business- 
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CUMULATIVE PROJECTION 
OF SPENDABLE SAVINGS AT 
THE CURRENT RATE. 








man distrust of New Deal intentions and methods would 
naturally exert restraining influences on spending and 
productive investment. Also there will be a national 
election in November, 1944. Remember that we are 
assuming here that the war will have ended by mid- 
1944, just a few months ahead of that election. It would 
be a time of considerable psychological uncertainty. 
There would very likely be an interval of pressure on 
the commodity price structure, but slight—if any— 
actual deflation of production and employment because 
in the initial months of peace there would be a carry- 
over of war production; and for the greater part of the 
second half of that 
year we would still 
have substantially a 
war economy. Except- 
ing for necessities of 
life, civilian production 
would be at a very low 
level, and it would no 
more be physically pos- 
sible to increase it 
greatly and promptly 
than it was possible in 
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1940 and early 1941 to get mass production of arms. 

Thus, on the most optimistic assumption—despite the 
certainty of a high level of available consumer purchas- 
ing power and a large accumulated need for civilian 
goods—it is improbable that the small beginnings of a 
peace-time prosperity period could be seen before the 
closing weeks of 1944; and that would be conditioned 
importantly by the outcome of the Presidential election 
and the character of the preceding political campaign. 

It may seem rash to do any speculating about the 
next national election from this distance. Yet, so far as 
domestic economic policy is concerned, we need not put 
undue emphasis on political party labels. We know that 
the extremes of Left or Right hold no appeal to the mass 
of the American voters. It is, therefore, the writer’s very 
strong conviction that it will be the “middle of the road” 
that this country will seek, and that the 1944 election 
mandate will be for a workable, productive liberalism 
within the frame of our long established political, social 
and economic institutions. If this is so, the odds are 
that the result of the election will increase—rather than 
decrease—spending-investing confidence, upon which 
privately-financed economic activity and expansion 
always so greatly depends. 

Moreover, it is a fact that the size of the sales market 
that the business man can see in sight or in reasonable 
prospect has more to do with his willingness to buy in- 
ventory or expand plant facilities than all other con- 
_ siderations together—including politics. If business men 
are convinced—and I think they will be—that the Gov- 
ernment firmly intends to carry out policies calculated 
to maintain mass consuming markets, they will be 
guided accordingly. As I see it, future changes in the 
business cycle—as was the case in the New Deal years 
prior to the war—are almost certain to occur in the 





it anything in this world is certain, one certainty is that peace 
will usher in a protracted boom in the consumers’ durable 
goods industries, headed by automobites. 





following sequence: (1) “inflationary” or “deflationary” 
moves by the Government; (2) expansion or contraction 
in business-man buying and capital investment; (3) 
expansion or contraction in consumer spending and in- 
vestment. In the early phases of the post-war transition 
period, Government policy hardly will need to be infla- 
tionary. All it need be is non-deflationary. There will 
be ample foundation for an extended period of pros- 
perity-level economic activity, privately financed—the 
foundation being an accumulated need for civilian goods 
and a huge volume of latent purchasing power in the 
form of liquid savings. 

In the third quarter of this year the disposable savings 
of the public—in the form of bank deposits, currency 
and Government bonds—increased by the enormous 
amount of $7 billions or at an annual rate of $28 billions. 
There is no reason to suppose that fourth quarter savings 
will be much, if any, less. Thus, 1942 savings accumula- 
tion in these forms—spendable at some future time— 
should approximate $20 billions. 

Projecting the future annual savings rate under war 
conditions necessarily involves some guessing. Part of 
the sharp recent rise in liquid savings no doubt reflected 
a build-up of cash against the increased Federal taxes 
due next March. Tax payments in 1943 would tend to 
reduce proportionately the present savings rate in bank 
deposits and currency. And during the next year new 
or higher individual taxes may be enacted. Working in 
the opposite direction—that is, tending to increase sav- 
ings—will be further rise in total payrolls, increasing 
shortages of goods and much more extensive rationing. 
and (probably) a compulsory war-bond savings program. 

On balance, it is readily conceivable that, under con- 
tinuing war, annual public savings in war bonds, deposits 
and currency might be little, if any, lower than at pres- 
ent. But to be conservative, suppose we 
project it at $20 billion a year, or $8 billion 
less than the recent rate as estimated by the 
S. E. C. 

On that not unreasonable calculation the 
cumulative increase in spendable savings 
of the people during the years of our full 
participation in the war would work out as 
follows: 1942, $20 billions; 1943, $40 bil- 
lions; 1944, $60 billions; 1945, $80 billions. 
Mind you, these huge sums represent net 
increase in savings, not total liquid savings. 
In projecting them, we also take no account 
of the present relatively rapid paying-off of 
consumer installment debt and open credit 
obligations—although such consumer debt 
retirement is another form of accumulating 
purchasing power for future spending. 

The point we underscore is this: What- 
ever may be lacking in the foundation for 
early post-war economic activity, the trou- 
ble certainly will not be inadequate con- 
sumer purchasing power. 

On the hopeful assumption that Ger- 
many is finished in a year and Japan in a 
year and one-half—and allowing a mini- 
mum of time for even partial demobiliza- 
tion and re-conversion of civilian durable 
goods indus- (Please turn to page 258) 
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How Will We 
Participate?- 


To What Extent? 


BY V. L. HOROTH 


,— is hardly a more controversial 
and intricate topic to discuss, or a more 
complex and vast problem to solve, than 
that of the reconstruction of Europe and 
our participation in it. Not since the 
Thirty Years War (1618-1648) has the 
Continent known such destruction of life and property 
and such a thorough-going upheaval of political, eco- 
nomic and social institutions as during the Second World 
War. With major battles of the war still to be fought, 
the hungry, impoverished and vengeance-seeking Conti- 
nent is yet to see many an unanticipated turn. As a 
matter of fact there may not even be an orthodox armis- 
tice to mark the end of the bloody “new order” of the 
Nazis and the beginning, amidst misery and chaos, of a 
search for a happier New Europe. 

In this country, our own attitude on the problem of 
the reconstruction of the Continent of Europe is yet to 
be crystalized. Since the war has taken a more favorable 
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Those who can win a war well 


Can rarely make a good peace, 
And those who could make a good peace 
Would never have won the war. 


Winston Churchill in “My Early Life.” 


turn for us, we are beginning to talk, perhaps too glibly. 
of the possibility of the Axis’s collapse, yet there has 
been no definite program put forward as to the future 
organization of the Continent of Europe. Except for 
the tacit agreement that retribution should run its course. 
the anti-Nazi fronts even within individual countries are 
far from being united. It is true that most of us are 
appalled by the magnitude of the problem to be solved. 
yet we have taken relatively little trouble to understand 
what has been happening on the Continent. 

We have and shall always have an enormous stake in 
the satisfactory solution of the European problem, not 
only because of our trade connections and investments 
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but also, as this war has once more shown, because of 
our own security. What shall be our approach? Are 
we going to dictate to the Europeans what kind of eco- 
nomic and political system that should embrace, or are 
we going to collaborate with them in building something 
new,—"‘re-educating” them as well as ourselves during 
the process? Will not Great Britain and the Soviet 
Union also have a good deal to say about the New Eu- 
rope, since their security is closely involved? And what 
are the Europeans themselves expecting—those Euro- 
peans whose live have been uprooted by the struggle 
and whose opinions are now suppressed, not those who 
in the relative shelter of exile are hoping for restoration 
of the former status quo? 

Although at the present time there is evidence that we 
are willing to partake in planning New Europe, and that 
we are conscious of the responsibilities which our posi- 
tion in the world implies, it is not at all unlikely that 
when the conflict is over reaction may set in. Such re- 
action would be quite natural. Disgust at Europe’s 
feuds, a feeling of futility with regard to our aid, as well 
as the plain desire to shirk post-war responsibilities, are 
all very likely to reappear at the crucial time when the 
new post-war world is shaping. It has happened before. 

In a sense, the Second World War began as a civil 
- war of European peoples. Undoubtedly there was some- 
thing to be said for the rebellion of the Germans and 
their Allies against those phases of the Versailles peace 
which divided the Continent into a large number of fully 
sovereign small States. However, it was not the political 
but rather the unlimited economic sovereignty of new 
states which caused the serious trouble, since each state 
within its own small area tried to solve its own problems 
in its own particular way without regard for the economic 
effects which those measures might have upon the Con- 
tinent as a whole. It is unquestionable that such a sys- 
tem depressed the standard of living, not of Germany 





Legal Food Rations (Normal Consumer) 
on the Continent of Europe in April, 1942 


(in grams per week —1 Ib. = 450 grams) 


Bread & Meats & 

Country Flour Cereals Potatoes Sugar Products 
Germany... 2.000 150 2.500 150 300 
ee 1,050 625 250 115 100 
Hungary.... 2,000 50 1r. 170 3m.d. 
Bulgaria....... 2,100 250 free free 2m.d. 
| ee eee 1,490 cigs 2,500 100 130 
Poland (Jews). . 580 Sun Mah earls 40 
Czechoslovakia (a) 2,000 125 2,000 250 300 
France...... 1,925 —T 930 115 180 
Belgium..... 1,570 70 3,500 225 245 
Netherlands. . 1,800 160 3,750 250 225 
Greece...... 1,000 we ee 110 
Denmark... . 2,280 235 free 465 free 
Sweden..... 1,625 115 free 375 220 
Norway....... 1,645 100 2,800 200 (b) 
Switzerland. . . free 350 free 140 400 
ee 800(c) ... on 250 is) 
United Kingdom. free free free 225 450(c) 


Blank—No information; 3 m.d. three meatless days a week; (a) Bohemia-Moravia; (b) Too scarce to be rationed; 


(c) Rationed by value (estimated what certain average exp. would buy per week.) 





‘even during the Napoleonic Wars. 
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alone, by preventing a more free interchange of goods. 

The chief trouble was that the Germans rebelled not 
only against the extension of the principle of self-deter- 
mination in the field of economics—a weakness of the 
peace treaties which all Europeans came to acknowledge 
—but that they rebelled also against liberal democracy 
in political and economic spheres. In doing this, they 
encountered the strong opposition of other European 
peoples for the simple reason that they tried to set the 
clock back. Freedom of political expression has been 
dear to most European peoples, and none of them rel- 
ished the idea of playing the part of a colony in an em- 
pire which Hitler hoped to create by military force— 
even if it meant a higher standard of living in the years 
to come. 

There was still another weakness in the German solu- 
tion of the European problem, aside from the fact that 
it was to be made at the expense of all non-German peo- 
ple in Europe. German Europe was to be self-sufficient 
—and thus subject eventually to the same limitation in 
the standard of living, against which the Germans re- 
belled. 

In the meantime, between the war and the heavy- 
handed measures of the Germans, Europe has experi- 
enced revolutionary changes in her political, social and 
economic structure. The New Order, in reorganizing the 
Continent as a self-sufficient area, has swept away polit- 
ical and economic frontiers to an extent not realized 
Never before have 
the European peoples been as mixed with each other, 
either as occupying forces or as workers in the Reich’s 
factories. Never before have the standards of living of 
European people been as uniform as during this war. 
Never before was there a greater centralization of the 
European transportation system. Tariffs no longer are 
any obstruction to inter-European exchange of goods. 
and neither are the money exchanges which are all con- 
vertible at fixed rates into reichs- 
marks. Belgian and French fac- 
tories are being removed to Hun- 
gary and  Roumania,_ while 
Yugoslav and Slovak peasants 
labor in Northern France and 
Holland. 

The Second World War has 


= — — also been more thorough than 
4150 - % - the First in breaking down the 
140 ma - -= Class barriers of European so- 
250 100 free = ciety. It is rather paradoxical 
80 ae - - that Hitler, the champion of 
te super-nationalism and anti-com- 
165 ” munism, has done more to de- 
_ ” = stroy national particularism on 
= a apis : the Continent and has come 
= hearer to eliminating class dis- 
315 free «free ~=3— = -~—sdtctions in most of the Euro- 
250 60 1% = pean countries than all the pan- 
150 Mee as = Europeans and radicals ever 
220 150 1% = dreamed of accomplishing. The 
200 a = extent of administrative re- 
225 85 1 


shuffling of some older areas 
may be illustrated by the ac- 
companying map of Yugoslavia. 
That country was divided and 
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‘the post-war reorganization of the Continent. 
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subdivided into about fifteen different administrative 
units without consideration whatever for national, social 
or economic premises, which the Nazis once advocated. 
While these changes have been going on, the revolu- 
tionary scope of World War IT has been broadened far 
beyond that of a mere struggle for reorganization of the 


‘Continent of Europe, which it essentially was in 1939 
.and 1940. Many other problems left unsolved by the 


First World War have been brought up for reconsidera- 
tion, and whatever their solution may be, it will affect 
The re- 
lationship of white and colored peoples is also up for re- 
vision, with repercussions bound to affect the old-type 
colonial system. Thus Europe will also face a problem 
of readjustment to the non-European world. More- 


over, the dominant position of Europe in trade, industry 
.and finance will be further weakened as industrial eman- 
-cipation and mutual exchange of goods of non-European 








The decline of economic power in 
turn is likely to have far-reaching consequences on the 
structure of Europe’s future trade and on her purchas- 


countries progresses. 


ing power. The market for many European products 
will have been lost during the war to other countries, 
including the newly developed industries in Asia, Latin 
America and even Africa, while the value of overseas in- 
vestments will probably have been in large part de- 
stroyed. 

The full cost of the German attempt at reorganization 
of the Continent will not be known, however, until Ger- 
man authority collapses. It is not difficult to visualize 
the predicament in which the Continent will then be. 
People will be undernourished, exhausted and in an ugly 
frame of mind. Productivity of the land will be low, 
as after the First World War. Cattle herds will be re- 
duced to perhaps one-third of their pre-war numbers 
and will take years to replenish. Industrial equipment 
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in general will be worn out, and there may be partic- 
ularly serious shortage of equipment for the manufac- 
ture of consumers’ goods. A few months ago all idle 
machinery—mostly used for consumers’ goods—was or- 
dered scrapped throughout the Continent, a measure 
which will greatly handicap the post-war reconstruction. 

What will happen to Europe’s financial structure is 
anybody’s guess. It is already obvious in France and 
other countries that currencies will become unconvertible 
into non-European exchanges if they do not collapse com- 
pletely. Possibly they may retain some purchasing 
power within the Continent, a development which may 
eventually aid in building it up as an economic unit. The 
purchasing power of savings will be down, of course, and 
the titles to property—land or securities—are likely to 
be in a state of utmost confusion owing to deals forced 
upon the owners by the Germans. 

The first period of rehabilitation of the Continent of 
Europe will probably be marked by feeding the popula- 
tion and by providing industries with such raw materials 
as cotton and wool. Indications are that there is enough 
of both foodstuffs and textile raw materials through- 
out the world. The present carry-overs of certain food- 
stuffs such as bread grains, sugar, coffee, tea and cocoa, 
are large enough to give substantial aid for a prolonged 
- period. The wheat surplus of the four leading non-Eu- 
ropean countries was around 1,500 million bushels last 
July, while the corn surplus of Argentina alone is re- 
ported at about 275,000,000 bushels. In the years im- 
mediately preceding the war, Europe imported about 
300,000,000 to 400,000,000 bushels yearly from overseas. 
World supplies of protein foods are likely to be tighter, 
despite record production of meats and fats in the West- 
ern Hemisphere. The reason is, of course, that large sur- 
pluses of vegetable oils from Southeastern Asia are not 
accessible to the United Nations. 

Should hostilities in Europe cease and large shipping 
tonnage be released for transportation of foods and con- 
sumer goods, no one would need to go hungry or be cold. 
However, the procedure of feeding and clothing Europe 
is likely to be different from that after the First World 
War. At that time Europe received credits and bought 








provisions outside of Europe at almost any price. The 
result was that even a greater expansion of agricultural 
and industrial material production outside of Europe 
took place than during the war itself. Naturally when 
Europe got back into production, the glutting of markets 
was just that much more serious. 

This time the job of feeding and clothing Europe will 
take the pattern of lend-lease aid. While consumer ra- 
tioning in regard to protein foods and possibly leather 
products may have to be maintained here and in Europe 
for a long time after the hostilities stop, there will be no 
sudden expansion of production and subsequent painful 
readjustment to demand. Moreover, the payment for 
our aid is likely to be in services and goods rather than 
in gold. 

Much more difficult, painful and extended will be the 
period of political and economic reorganization of the 
Continent and of its reinstallation within the framework 
of world economy. It is possible that, once German 
pressure is relaxed, there will be a considerable reaction 
to the idea of political and economic unification of Eu- 
rope or of any regional confederation for that matter, 
for the simple reason that most of the reorganizing has 
hitherto savored too much of brute force. In fact, it is 
possible that Europe may for a time go through a period 
which, as the London Economist expressed it, will 
“hallow the pre-war conditions indiscriminately.” In so 
far as this may give new life to such concepts as democ- 
racy, it is well and good; but the trouble is that much of 
the unsound nationalism, both in political and economic 
spheres, may be revived with it. 

It is hard to say what the masses of Europeans think 
at present of the possible confederation of their Conti- 
nent. It may be that much of the altruistic planning is 
nothing more than an escape from the horrible reality of 
the day. On the one hand, there seems to be still a good 
deal of division of thought as to what New Europe 
should look like. On the other hand, opposition to the 
Germans has often united such widely different groups 
as radicals and monarchists in Holland—hence the Ger- 
man epithet for their adversaries, “Orange bolsheviks.” 
It seems, to quote again the London Economist, “that 


The British Ministry of In- 
formation in London re- 
leased this picture from 
“Fighting French Forces" 
showing the extent of dam- 
age to a section of the Re- 
nault Motor Works at Paris 
after a bombing attack by 
the R. A. F. last March. 
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— It will not be easy to unscramble the 
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scrambled eggs that Hitler has made 
of Europe's economic-political organ- 
ization. As an extreme example, look 
at the present 13 separate partitions 
of erstwhile Yugoslavia on the above 
1—The puppet State of Serbia 
under General Milan Neditch, including 
part of Old Serbia and the Banat. 2— 
The “Independent State of Croatia,” 
under Dr. Ante Pavelitch. 3—Parts of 
Dalmatia, Bosnia and Herzegovina oc- 
cupied by the Italians. 4—Part of Slo- 
venia occupied and “annexed” by the 
Italians. 5—(Two areas) part of Dal- 
matia occupied and "annexed" by the 
Italians. 6—Montenegro, occupied by 
Italians and Albanians and “annexed” 
in the name of Albania for Italy. 7— 
Albania (Italian). 8—Part of Croatia, 
occupied and "annexed" by the Italians. 
9—Part of Serbia, occupied by Italians 
and Albanians and “annexed” in the 
name of Albania for Italy. 10—Pre- 
komurje and Mudjurmurje, occupied and 
“annexed" by the Hungarians. 11—Part 
of South Serbia, occupied and juridical- 
ly but not formally “annexed” by the 
Bulgarians. 12—Part of Slovenia, oc- 
cupied and “annexed" by Germany. 
13—The Bachka and Baranja, "annexed" 
by Hungary. 
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other Europeans. This does not mean, 














of course, that Germany should go scot 











the Left in Europe now makes the main contribution in 
the sphere that used traditionally to be regarded as the 
domain of the nationalist Right—the maintenance of the 
spirit of national unity and the stirring of national con- 
sciousness.” 

There is no doubt that despite all the “gleichschal- 
tung” or levelization of Europe by the Germans, there 
will remain deep cultural and temperamental differences 
that may stand in the way of federalization of the Con- 
tinent or of parts of it. The Slavic countries of Central 
and Southeastern Europe, where the heavy hand of the 
Nazis has fallen particularly hard, may very well favor a 
collectivist form of economy. The occupation of these 
countries by Soviet troops and the nearness and increased 
prestige of the Soviet Union may well strengthen those 
tendencies. Eastern Europe is in bad need of industrial- 
ization as the only means of alleviating the pressure of 
population and of lifting the standard of living. The 
example of Soviet Russia’s self-help will be strong, if 
the problem of Eastern Europe is not promptly faced. 

On the other hand, the Latin Countries of Western and 
Southern Europe, with Roman-Catholic heritage and 
strong belief in individual rights, are likely to look upon 
the Soviet Union with suspicion and fear—although the 
collaboration during the war may allay some of these 
fears. These countries are more likely to look toward the 
New World or their colonies with which they are bound 
politically, economically and culturally. 

Then there is, of course, Germany, whose cooperation 
must be eventually won if any kind of prosperity is to 
be achieved on the Continent. It may take years to 
convince the Germans to win their participation, but 
the beginning could be made during the period of mili- 
tary occupation by giving to them the same aid as to the 
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No matter whether Europe organizes 
itself into one or two or three or more confederated areas, 
it will be a painful, slow progress, and to conclude peace 
hastily during this period of organization would be to 
invite mistakes made by the Versailles Conference. As 
Professor E. H. Carr of the University College of Wales 
expressed it in his thought provoking book, Conditions 
of Peace: 

“After the present war it will be wise to recognize that 
peace making is not an event, but a continuous process 
which must be pursued in varied places, under varying 
conditions, by many different methods and over a pro- 
longed period of time; and anyone who supposed that it 
will be complete within six years should be regarded with 
utmost suspicion.” 

Since most of the Europeans agree that there cannot 
be a return to the pre-war economic order where any 
small state would have a full economic sovereignty and 
since many new links among various European countries 
have already been forged by Hitler at terrific cost, it 
would be well nigh retrogression, if the existing inter- 
European organization be abandoned. Rather the 
United Nations would perform a real service to them- 
selves as well as to Europeans in general, if they delib- 
erately encouraged inter-European organization. The 
working out of such organization would have to be, of 
course, put on a different moral plane than that of the 
Nazis, and achieved through cooperation instead of co- 
ercion. 

The Continent will need outside help to restart its in- 
dustries and to stabilize its currencies. The loans, and 
they will be forthcoming mainly from the United States, 
Canada and Great Britain, could be made conditional 
to the freeing of inter-European channels of trade, to the 
establishment of inter-Euro- (Please turn to page 254) 












































At What Price 


Should Your Stocks 


Sell? 


BY L. O. HOOPER 


Se snisisieis SreeL, including the company’s post-war 
credit, is expected to earn better than $17 a share this 
year. The stock sells at around 35, or at about two times 
1942 earnings. General Foods probably won’t earn more 
than $2.20 a share, yet the stock sells at 35 or for almost 
16 times this year’s per share earnings. 

Issues like Illinois Central, Southern Pacific, Southern 
Railway and Beech Aircraft are selling for either a little 
more or a little less than indicated 1942 per share profits. 
Stocks like Dow Chemical and Monsanto are selling for 
20 or more times expected profits for the current year. 

Ten representative war industry shares sell at 114 to 
4 times earnings; ten representative peace industry 
shares sell at 10 to 18 times profits. Atchison is appraised 
at about two times earnings of $22 a share this year, 
while Norfolk & Western is selling at about 12 times what 
the road is expected to show for 1942. 

Do these amazing differences in the market’s appraisal 
of earning power make sense? Will they endure? Is the 
market trying to tell investors what to expect in the 
future? Or has a premature wave of optimism about the 
war caused investors to commit errors in judgment? 
Should the war shares be bought or should they be sold? 


What Are War Earnings Worth? 
In World War II, as in World War I, the stock market 
has assumed that war earnings are non-recurrent. Its 
measure of their value has fluctuated with (a) the out- 


look for taxes and (b) the outlook for the duration of 
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the conflict. So long as a majority of stock buyers 
assumed that the conflict could be quarantined on the 
other side of the Atlantic, stocks were worth more than 
after the threat of American participation loomed. We 
had a “war boom” in stocks in 1915 and in 1916 just as 
we had in the fall of 1939. Then we had a “war threat 
decline” in December, 1916, as well as when France fell 
in the spring of 1940. Later we had a “tax threat” 
market in early 1917, and again in late 1941 and early 
1942, marked more or less by America’s two entrances 
into the conflict as a belligerent. And now we have a 
market which apparently has begun to discount peace, 
just as in the autumn of 1918. 

Early in the war, back in the later months of 1939, 
I did quite a bit of independent research work about the 
probably effect of the war on stock prices. All of it led 
to the same conclusion—low price-earnings ratios, espe- 
cially in the shares of companies profiting from the war 
effort. The tabulation in the box shows that the same 
type of discrepancy between the price-earnings ratios of 
war shares and peace stocks prevailed in 1915, 1916, 1917 
and 1918 which prevail today. During World War I. 
Bethlehem Steel never sold at more than 5.3 times earn- 
ings; and at one time dropped to only 40% of the amount 
actually earned per share in the same year. Crucible 
Steel mever sold at more than 4.4 times earnings. Yet 
American Telephone did not drop below 9.1 times earn- 
ings, Pullman below 8.9 times or Woolworth below 6.2 
times. Furthermore, as the war approached its end, there 
was a decided tendency for the price-earnings ratios of 
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the war shares to decline and the price-earnings ratios 
of the peace issues to rise. In World War II, history 
simply is repeating itself. There is a different set of war 
shares and another lot of peace shares; but the general 
principles are the same. 


Theory and Practice 


Some fine theories can be spun as to the proper market 
value for war earnings. One of them is that war earn- 
ings are worth less than one times their face value be- 
cause they seldom mean one dollar of additional divi- 
dends for one dollar of additional earnings. Thus, sup- 
pose a company has a “normal” earnings power of $2 a 
share and normally sells at 10 times earnings, if it earns 
$10 a share a year more in a war year it should sell for 
something less than 30. In the first year of the war, if 
it is assumed that the war will last for three years, and 
that the war will add $10 a share of earnings for each 
one of the three years, it might be said that the stock is 
worth something less than 50. In the second year of a 
three-year war, theoretically it would be worth some- 
thing less than 40. In the third year, something less 
than 30; and in the first year of the peace, presumably it 
would be back to 20. 

Now this is a theory which seldom would work out 
literally in practice. Actually almost any company en- 
gaged in war industry would either become stronger or 
weaker as a result of the experience; and the market 
probably would sense this qualitively if not arithmet- 
ically. For instance, du Pont and Bethlehem Steel both 
became much larger and better companies as a result of 
the start they obtained in World War I; and in this war 
companies like Consolidated Aircraft, Bohn Aluminum & 
Brass, Fansteel, Rustless Iron & Steel and American 
Export Lines promise to come out of the fray much 
stronger than they went into it. 

In such an intensive war economy as we have in World 
War II, also, it is difficult to differentiate with any degree 
of certainty between the war industry companies and 


the peace industry concerns. There are many “war or 
peace” stocks such as Chrysler, Minneapolis-Honeywell 
Regulator, General Motors, General Electric, Pullman 
and the rubber industry companies which not only are 
doing well in the war period but which promise also to do 
well in the early peace period. The shares of such com- 
panies ought to sell somewhere between the shares of 
the war industry concerns and the shares of the peace 
enterprise corporations. Most of them do. 

The 100% peace industry company shares, of course, 
sell at a larger number of times present small earnings 
because investors recognize that these earnings are ab- 
normally small; this is the same reasoning which makes 
the war shares sell at a small number of times current 
swollen profits. 

But the market is always “making mistakes” in its 
valuation of individual issues. Is it not possible that it 
is at present overvaluing the shares of some peace com- 
panies and undervaluing the shares of some war industry 
companies’ Unquestionably, but (a) how can we know 
what the misappraised issues are, and (b) when will the 
misappraisals be corrected? 


The Matter of Post-War Values 


The best way to appraise these war stocks is to recog- 
nize: (a) that the investment public is going to have a 
prejudice against them so long as the war news is good 
and indicates a relatively short war; (b) that the earn- 
ings applicable to them are not worth anything like as 
much as peace earnings; (c) that if the war is long, earn- 
ings will be reduced by sharp tax increases; (d) that 
each war issue is entitled to a different valuation because 
no two of them involve the same type of post-war situa- 
tion; and (e) that much thought should be given to the 
worth of the individual stock after the war is gone and 
past. The first four points are so axiomatic as to call 
for little expansion. The fifth consideration should be 
developed in detail. Perhaps the best way to do it is to 
cite some actual issues. 
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industry companies. Savage Arms, after the war is over, 
probably will again become a rather unimportant manu- 
facturer of washing machines and sporting goods. It 
probably will have an earning power of something like 
25 cents to $1.25 a share per annum against better than 
$5 a share in 1941 and perhaps $3 a share this year. 
.Whether the stock is worth 1014 depends on how big 
cash dividends are paid while the war business is liqui- 
dated and on how war contracts for munitions finally are 
washed out. 

Aluminum Company of America, selling around 100, 
may earn better than $20 a share again this year. The 
aluminum business has sustained a tremendous expan- 
sion during the war period and probably never again will 
be as small as in the late 1930’s. It is quite possible, 
however, that the end of the war may find an enormous 
oversupply of the new metal both in scrap and virgin 
form. The principal unit in this most promising industry 
conceivably could pass through a difficult adjustment 
period in which deficits would replace earnings and 
financial position might even become uncomfortable. 
Perhaps the stock at five times earning is overvalued. 

Bohn Aluminum & Brass, on the other hand, is a fab- 
ricator of aluminum rather than a producer. Its business 
should be stimulated rather than hurt by a huge over- 
supply of cheap alumnium. Before non-cash reserves 
and including its post-war excess profits tax credit, 
profits this year easily could reach $10 or $12 a share 
against a current price of 36. Capitalization is simple 
and small. Earning power in pre-war years often justi- 
fied, and created a market price better than that now 
prevailing. There seems no doubt whatever but that 
Bohn will be a better company in the post-war period 
than in the pre-war years. It will have about the same 
capitalization, more plants, more working capital, more 
business, and probably more earnings. This is a typical 
“war or peace” issue and seems to represent a very 
promising company. 

A few facts about the aircraft industry stand out: 
(1) it has not increased its capitalization during the war 
period, the government supplying most of the working 
capital and plants to accomplish the most spectacular 
expansion in production; (2) in the peace years it will 





War Babies Which Sold Higher After 
the 1918 Armistice 


1918 High 1919 High 

(Late War) (Early Peace) 
I gt ea ea oui alna es 50%, 6858 
American Woolen (common)............. 60%, 1691, 
RNIN 5 ikon ccsdudicntsiseweeue 96 10734, 
Baldwin Locomotive...................... 1013, 15614 
ee ee a eae ; 735% 1161/4 
OST Ee nee Siena 747, 261 
RRS ss sabes adese ee'eoes wee 33 43% 
ME ibis 4550's c nee eee msianieienie 6994 941, 
New York Shipbuilding................... 4T' 78 
NS Pe ee eee 96 145 
a ae 8014, 941 
SE OL LEE OP PETE 20% 20% 


“Note: The spreads presented are from the highs of 1918 to the highs 0f 1919. Ifthe 
spreads were made from the lows of 1918 to the highs of 1919, the showing would be much 
more impressive. On this basis, eight of the above stocks more than doubled in price. 









First, let us consider a few almost “Simon pure” war 





Price-Earnings Ratios in World War | 


(Stock sold times per share earnings) 


1915 1916 1917 1918 

High Low High Low High Low High Low 
WAR STOCKS 
American Can......... 13.5 4.9 5.6 3.6 2.4 1.4 6.7 4.6 
Amer. Woolen........ 9.0 2.5 5.23 3.3 2.9 1.8 4.4 3.2 
Bethlehem Steel....... 5.3 0.4 2.4 1.4 3.3 1.3 46 2.9 
Crucible Steel......... 2.4 0.4 1.0 0.5 44 2.2 314 22 
Hercules Powder....... 7.0 2.0 1.8 1.3 4.0 3.0 9.2 7.4 
National Lead......... 14.4 9.0 12.3 9.3 4.1 2.5 49 3.0 
ee rn 9.0 3.9 2.7 1.6 3.5 2.0 5.3 3.9 


PEACE STOCKS 


OL Ae eee 13.6 12.1 13.6 12.6 13.5 10.3 10.9 9.1 
General Cigar......... 10.9 6.9 12.1 8.0 8.1 5.5 8.0 4.8 
GoesemlElec....:..... 16.1 11.9 10.2 8.7 6.2 4.3 10.6 8.6 
Nat'l'Blecult.......... 16.1 14.2 13.4 12.2 12.4 8.1 9.5 7.7 
a eee ee 19.2 16.9 16.7 15.1 14.2 9.0 11.7. 8.9 
Sears, Roebuck........ sient seta 9.0 6.5 13.0 6.6 10.9 8.3 
Woolworth........... 9.1 6.2 9.2 7.7 10.8 7.1 10.3 8.9 





be a bigger industry than it ever was before the war, for 
the war has greatly stimulated technological develop- 
ment and popular acceptance; (3) unquestionably, 
however, it faces a great contraction in production after 
the war as well as an accumulated overproduction of 
planes; and (4) it is going to be very difficult for some 
companies to unscramble the present confusion between 
government owned and privately owned facilities. 
Certainly Consolidated Aircraft can’t continue after 
the war to provide employment for about 100,000 work- 
ers; Curtiss-Wright and United Aircraft can’t expect to 
find a demand for the present volume of airplane engine 
production; some of the automobile companies may wish 
to continue production of planes and engines in the post- 
war period; Lockheed and Douglas are bound to have 
competition from Consolidated and Boeing in the pro- 
duction of transport planes; and, however optimistic one 
is about the future of air transportation, the inevitability 
of a readjustment and a reorganization in the industry 
must be recognized. The question on the accuracy of 
the market’s present judgment of the value of the air- 
craft manufacturing shares, therefore, rests on what they 
are worth “ex-war,” not on what they are earning now. 
Frankly, I don’t know how to answer it. I surmise 
that one ought to look for efficient and wise manage- 
ment more than for assets or present earning power. 
I am rather favorably impressed with the managements 
of United Aircraft and Consolidated Aircraft. I have 
grave doubts about some of these smaller and lesser 
known companies which have benefited from windfall 
orders which could be filled profitably regardless of cost 
through the aid of a government desperate for air power. 
I have no doubt whatever that the aircraft industry has 
done a wonderful job in this war, but there is every 
evidence that it is working itself into a position where 
that job is nearing accomplishment. It is difficult for 
me to see wherein the aircraft shares are attractive even 
at only two or three times current per share earnings. 
On the other hand, it it quite possible that the 
pessimism about the steel (Please turn to page 256) 
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BY WARD GATES 


O. the last day of November 
the debt of the Federal Govern- 
ment passed $100,000,000,000 
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—— What Will It Take 
To Pay For This War? 





It is now increasing at a rate 
of roughly $6,000,000,000 every 
month, and our war spending is 
not yet at its peak. So the debt 
inevitably will cross $200,000,000,- 
000 within the forepart of 1944. 

Will the war be over in eighteen months? That is 
anybody’s guess. If not, then $200,000,000,000 will not 
be the maximum in Federal debt. The debt peak might 
be $250,000,000,000 or $300,000,000,000 or even more— 
nobody knows. 

These sums are so huge as to be almost beyond com- 
prehension. In 1938, according to Census estimate, the 
total wealth of this country—land, buildings, machinery, 
utilities, railroads, ships, pipe lines, gold and silver bul- 
lion, all goods, ete.—was $309,000,000,000. Do you re- 
member—back when New Deal “pump priming” deficits 
were maybe $3,000,000,000 to $5,000,000,000 a year— 
how hotly the debate raged on whether or not the nation 
could “stand” a debt of more than $50,000,000,000? 
That has long since been settled. We are already “stand- 
ing” a debt double $50,000,000,000, without any sem- 
blance of the “run-away inflation” or the “breakdown 
of confidence in the dollar” or the “general chaos” that 
some of the more foolish had warned against. 

Yet we know there has to be some limit on Govern- 
ment debt. We know that limitless increase in the vol- 
ume of currency—or in the bank deposits created on 
the credit of the Government—would progressively 
destroy the worth of the “promises to pay” that the 
Government makes to its people and that people make to 
each other. 
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Among millions of quite sincere citizens the fear of 
excessive Federal debt and of uncontrollable inflation is 
very real. It cannot be laughed off. While it would be 
a mistake to exaggerate the danger, it would also be a 
mistake to minimize the problem and to fail to take 
adequate steps to deal with it. 

The familiar circumstances of fiat money inflations in 
Germany and France have often been cited as “horrible 
examples.” For various solid reasons, these analogies 
have scant meaning in relation to our situation. One of 
the most significant, and hopeful, psychological differ- 
ences is this: when Germany and France embarked on 
their drastic inflations, one did not hear public officials 
warning of the danger from the housetops nor was there 
excited public discussion about it. The overwhelming 
majority of the people were unaware of the reality until 
inflation reached the galloping stage. Here Federal 
spending and debt, taxation and methods of borrowing, 
savings and price control, etc., are matters of endless and 
almost daily discussion in the newspapers and magazines, 
over the radio and in private conversation. 

History records no instance of a disastrous inflation 
that was so thoroughly “advertised” in advance—and it 
probably never will. Quite aside from the mechanistic 
controls that are available to us, it seems to the writer 
that there is a real and great measure of protection 





219 























































BILLION DOLLARS 


000,000 will have been obtained from sale of 
Treasury obligations to individual investors, sav- 





ings banks, insurance companies and Federal 
trust funds. 





Existing taxes are expected to yield some 
$25,000,000,000 in 1943, leaving $75,000,000,000 
to be borrowed. Unless the taxes payable in 





1943 are boosted and/or a compulsory war-bond- 
savings program is instituted, from 50 to 60 per 
cent of this $75,000,000,000 will be had from the 





commercial banks via deposit money inflation. 
Since it is so easy for the Government to raise 























money through the commercial banking system, 
why should the people be called on to pay heavier 
and heavier taxes, to cut their spending to the 
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bone and to invest their surplus income in low- 
yield Government bonds? 
The answer is very simple and obvious. Al- 
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“42 though a very considerable degree of bank money 





inflation is unavoidable and can be “managed,” 





against ruinous inflation in the mere fact that people and 
the Government officials are so thoroughly and openly 
agitated about it. 

Maybe we are not giving sufficient credit to our own 
intelligence as a people. If we were stupid, most of us 
would right now be spending our money for tangible 
things as fast as we got it—scared by repeated public 
warnings by Federal officials that money is in danger of 
losing purchasing value. Instead, we are buying war 
bonds and striving to build up our bank accounts so 
we can pay the much heavier taxes due next March and 


the additional taxes that we figure probably will be | 


enacted before long. 

During the first year of our full participation in the 
war the Government “raised” about $65,000,000,000, in- 
cluding at least $9,000,000,000 to be obtained in the early 
December bond-selling drive that is off to an excellent 
start as this is written. Of this large sum, less than 
$16,000,000,000 came from tax revenues. The rest— 
nearly $50,000,000,000 — was borrowed from various 
sources. 

During 1943 the financing of the war will probably be 
a $100,000,000,000-job or very close to it. Where is the 
money coming from? 


Three Ways to Get It 


There are only three general sources: (1) taxation; 
(2) borrowing the savings of the people; (3) borrowing 
from the commercial banks. The last-named method 
consists of the creation of commercial bank deposits to 
the credit of the Government and is directly inflationary. 
The other two methods are non-inflationary. 

Modern governments may lose a war through shortage 
of men or munitions—but never through shortage of 
money. The Government has, and exercises, a virtually 
complete control over the commercial banking system. 
It can get “invisible greenbacks”—that is, spendable de- 
posits created by sale of Treasury paper to the com- 
mercial banks—in any conceivably necessary volume. 

Out of roughly $50,000,000,000 borrowed this year, 
“bank money” inflation will have supplied about $20,- 
000,000,000 or $4 out of every $10. The other $30,000,- 
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that does not mean that it is desirable. At best, 
the unavoidable minimum of bank money inflation—at a 
time of dwindling supplies of civilian goods and services— 
will exert a powerful inflationary pressure on the price 
structure and the cost of living, which can be kept within 
reasonable bounds only by tightening Government con- 
trols, including much more extensive rationing of many 
types of goods, and only by the continuing exercise of 
thriftiness in our personal spending. 


Two Great Dangers 


To inflate the bank money supply, and/or the cur- 
rency in circulation, more than is absolutely necessary 
would present two very great dangers: (1) The more 
the supply of new money is expanded, the stronger will 
become the pressure pushing up against the commodity 
price structure and the harder it will become to repress 
the rise in the cost of living through price ceilings, ration- 
ing, etc. (2) The fact, or even the appearance, of a 
“loose” handling of the war financing problem by the 
Government inevitably would bring on an eventual de- 
struction of public confidence in the basic integrity of the 
monetary system, and then the fat would really be in the 
fire. It is one thing to approach a limited Government 
debt—however huge by past standards—and a wholly 
different thing to gallop or drift toward a Government 
debt without any foreseeable limit. 

The policy to date has been far from reckless. Taxes 
have been raised severely. Strenuous efforts have been, 
and are being, made to sell large totals of war bonds to 
buyers other than the commercial banks. But are we 
holding monetary inflation to the absolutely unavoidable 
limit? Obviously, the answer is no. As is natural in a 
democracy, we have approached the most painful de- 
cisions with none too much speed and resolution—the 
politicians more slowly than the people. 

Though sharply increased, our income taxes for the 
great bulk of the people are still very much lower than 
in England or Canada. On a per capita basis—and also 
relative to national income—our voluntary purchases of 
war bonds have been much lower than in England or 
Canada. Our program to control wages and farm prices 
was slow in development and is far from completely suc- 
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cessful. The retail price ceiling move was belated and, 
taken alone, is hopelessly inadequate as an anti-inflation 
device. The New Deal advocates of deficit-financing 
have given every appearance of welcoming the war-time 
opportunity to spend as freely as possible—as evidenced 
by extreme reluctance to accept any significant reduc- 
tions in non-war spending except those that were auto- 
matic and beyond their control, such as the decline in 
unemployment relief. 


Widening “Inflation Gap" 


Despite the higher taxes enacted this year, the “infla- 
tion gap”—that is, the difference between the total in- 
come of the public available for spending and the total 
estimated supply of goods and services—is getting wider 
rather than narrower. Unless the new Congress adopts 
a much more severe tax and forced savings program than 
well qualified observers at Washington anticipate, this 
gap will be far wider in 1943 than it has been at any 
time in 1942. A spokesman for the Treasury has recently 
forecast that the public’s money income next year will 
approximate $125,000,000,000, that taxes paid by indi- 
viduals under present law will be around $15,000,000,000, 
and that the total supply of civilian goods and services— 
at present prices—will approximate $70,000,000,000. 
That would leave $40,000,000,000 available for savings— 
or for absorption by rise in the cost of living. Judged by 
present indications, about the most that could be ex- 
pected of voluntary war-bond purchases by the public 
would be $12,000,0000,000 during the year—still leaving 
an “inflation gap” of $28,000,000,000. 

In the writer’s opinion, none of this is too dangerous— 
yet. The new Congress will increase tax revenues, prob- 
ably with main reliance on a sales tax. A beginning on 
forced war-bond savings probably will be made. Over a 
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much increased area of consumer spending ration tickets, 
rather than money, will be the effective purchasing. 
power. 

While these additional anti-inflation moves will not 
be as drastic as some would favor, neither will the policy 
be loose enough to undermine public confidence in our 
money. 

There are two other psychological considerations of 
much importance: (1) It is now justifiable to hope and 
expect that we shall win the war within another one to 
three years. Expectation of a shortened war will pro- 
portionately increase confidence in the Government’s 
fiscal position and prospect. In relation to public fear 
of the possible monetary consequences of large Federal 
debt, the “shorter war” psychology is itself anti-inflation- 
ary. (2) Strong opposition gains in the recent Con- 
gressional elections are also anti-inflationary—much more 
so psychologically, which is what counts, than in reality. 

On an average, the classes of people who account for 
the larger part of our total individual savings and invest- 
ment “feel better” about the political trend and to that 
extent are less scared of the prospective debt. 

In production and technical innovation we are doing 
things that formerly would have been considered incred- 
ible, impossible or miracu- 
lous. Our financial con- 
servatives cheer these 
achievements and take a 
radically new industrial 
age to their bosoms as 
“progress”—yet continue 
to live in a dead past in 
their concepts of Govern- 
ment debt and budget 
policy. To debate this 
(Please turn to page 251) - 80 
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What Is Missing 





in Corporate Reports? 


Wrus a few weeks the great majority of listed cor- 
porations will begin the preparation of their 1942 annual 
reports. These reports represent the most important 
single link between absentee stockholders and corporate 
managements. 

Only through them can the average shareholder be 
informed adequately of the various factors affecting his 
company’s operations, and of the results attained as re- 
flected in sales, profit margin on sales, total net profit 
and financial status. On the other hand, the annual re- 
port is the most practical single device by which cor- 
porate management can—if it chooses to do so—culti- 
vate, and justify, the confidence and good will of the 
stockholders. 


Vital Data Often Lacking 


Judged by the missing information—the information 
that ought properly to be in annual reports but which 
isn’t there—all too many managements are subject to 
valid criticism. These run a wide gamut—from those 
which reveal the absolute minimum of information that 
they think they can “get away with” to those which take 
partly justified pride in elaborate reports which never- 
theless leave out something that every stockholder ought 
to have presented to him. In the latter cases what is 
most usually omitted is adequate information about the 
executives who manage the enterprise and what they pay 
themselves for so doing. 
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Recently the General Foods Corporation sent a 
lengthy questionnaire to its stockholders, seeking their 
“slant” on a variety of matters with the general objective 
of improving the forthcoming annual report. At the same 
time, editors of various financial and business publica- 
tions—including this one—were asked to make any sug- 
gestions they cared to. 


Sample of Good Annual Report 


Now General Foods is a progressive, top-flight com- 
pany. In a competitive field—characterized, quite aside 
from war conditions, by a long-term decline in profit 
margins per dollar of sales—the management has been 
able to obtain a major expansion in gross volume and to 
maintain over the year an average level of earnings and 
dividends which gives reasonably-minded stockholders 
no cause for criticism on this score. 

This company’s last annual report took 26 pages, was 
written in layman’s language, was nicely illustrated and 
was wholly adequate in its coverage of such matters as 
sales, profits, taxes; markets, product development, re- 
search; war losses on foreign properties, other effects of 
the war upon the company; inventories and method of 
their valuation: condition of plants and equipment; ex- 
pansion of investment in facilities; pricing; employee 
relations; and the usual balance sheet itemization. 

The report makes easier reading than most. For a 
quick review it tabulates comparative figures of the 


THE MAGAZINE OF WALL STREET 











nt a 
their 
ctive 
same 
lica- 
sug- 


com- 
aside 
yrofit 
been 
id to 


Iders 











preceding four years on net sales, net profits, net income 
per common share, total taxes, taxes per common share, 
total common dividends, common dividends per share, 
total preferred dividends and per share, total number of 
stockholders and total number of employees. 

In addition, for the entire life of the present corpora- 
tion back to 1922, there are tabulated annual sales, earn- 
ings and dividends. Information on the various types 
and amount of taxes paid is exceptionally detailed. 
Besides the formal balance sheet, there is a “pictorial 
balance sheet” for the two preceding years, showing at a 
glance in bar-chart form total assets and liabilities and 
the relative proportions of the main types of assets and 
liabilities. 


Suggested Improvements 


This publication would offer one suggestion and sev- 
eral criticisms. 

To most General Foods stockholders, the more impor- 
tant operating executives are known merely as printed 
names—not at all as personalities. We think there should 
be a section in all corporate reports carrying photographs 
of the operating officers, including vice-presidents, with 
brief but adequate biographies of their business back- 
grounds. 

Our criticism is: (1) the report contains no informa- 
tion on the remuneration of the officers, either indi- 
vidually or as a group; and (2) its one short paragraph 
of comment on “extra compensation” is inadequate for 
full understanding by most stockholders. 

It is true that proxy statements, by requirement of 
the SEC, list the remuneration of the three officers 
receiving the largest sums. We think this information 
also properly belongs in each annual report, thus per- 
mitting the shareholders to consider it in relation to the 
whole picture of the company’s operations. We also 
think this information should not be confined to the 
three top executives but should be stated for all officer- 
directors. In addition, we believe individual stock- 
holdings of directors should be stated in annual reports 
instead of only in such proxy statements as relate to 
stockholder election of director nominees. 


Statement of Officers’ Compensation 


It should be emphasized that we are not criticizing 
the amount of remuneration paid to General Foods’ 
officers but merely the failure to state it in the annual 
report. It should be further emphasized that omission 
of this information in annual reports is common practice 
with practically all corporations, and that we are citing 
the example of General Foods at some length in this dis- 
cussion because it invited suggestion and criticism. The 
fact that it extends this invitation to stockholders and 
certain outsiders is in itself very praiseworthy. 

As a matter of fact the remuneration of the three top 
General Foods executives, as stated by Chairman C. M. 
Chester before the last stockholders’ meeting in April, 
looks moderate in relation to the assets administered, the 
sales attained and the profit earned. From a similar 
perspective, no doubt aggregate remuneration of all 
managerial executives would be found to be also 
moderate. 
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We don’t suggest that executive remuneration be 
stated in annual reports only as a bald figure or set of 
figures. In these days when so many feel a deep con- 
cern—and some doubt—regarding the future of private 
enterprise, it is highly desirable that management do its 
utmost to cultivate the good will of stockholders, em- 
ployees and the general public. It is sound and con- 
structive policy not only to state executive remuneration 
but also to present it in graphic relation to sales, earn- 
ings, ete. 

The General Motors’ annual reports are excellent 
examples of this type of presentation—although they, 
too, fail to state individual executive remunerations. 
This company’s last report stated that 192 persons were 
considered to be “managerial executives” and explained 
the basis of the designation. Then it showed that aggre- 
gate remuneration of the entire group for 1941 amounted 
to 44/5 cents per dollar of net profit; 22 cents per share 
of common stock in comparison with $4.44 earned per 
share in 1941; 2/5 of 1 cent per dollar of total sales vol- 
ume; and 12/5 cents per dollar of total payroll. This 
report also states the total number of individuals receiv- 
ing salaries of $10,000 or more, by salary groups. Thus, 
for 1941, $10,000 to $20,000, 325 persons; $20,001 to 
$30,000, 49 persons, etc. 

Since there is now the so-called $25,000 salary limit 
by “executive law,” it may be argued that executive 
remuneration should no longer be a matter of stock- 
holder interest. But this order is not retroactive and 
applies to less than two months of 1942 remuneration. 
Moreover, at the present time there are signs that Con- 
gress may not improbably get around to repealing this 
law—that it never passed in the first place—before we 
have gone very far into 1943. 


Cultivating Public Good Will 


With relation to some elements both in the Govern- 
ment and in organized labor, private enterprise—despite 
its performance in war production—remains on the de- 
fensive. That is all the more reason why—both through 
scrupulous fair-dealing and a policy of full frankness in 
corporate reporting—managements should strive always 
to win the maximum confidence and support of stock- 
holders and the general public. 

The paragraph heretofore referred to in the General 
Foods 1941 report on “extra compensation” reads as 
follows: 

“No action on a 1941 Profit Incentive Plan Fund was 
asked of stockholders at the 1941 annual meeting. Con- 
sequently the Consolidated Statement of Profit and Loss 
for 1941 on page 22 does not reflect a charge to earnings 
as a provision for the payment of such a fund. In accord- 
ance in authorization of the board of directors, provision 
was made out of 1941 earnings for the payment of a year- 
end extra compensation to all employees—except officer- 
directors and employees eligible to participate in a Sales 
Incentive Plan—including certain managerial employees 
who have heretofore participated in the former Profit 
Incentive Plan.” 

In a report which makes easy reading nearly every- 
where else, this sounds like “lawyer’s language” to us. 
There was no extra compensation under the former 
Profit Incentive Plan, but there (Please turn to page 250) 
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By E. K.T. 


Ration banking, when put into effect nationally, will 
employ the services of about 14,000 banks with a total 
of 18,000 banking offices. These include every commer- 
cial bank in the country that carries checking accounts. 
Banks will act as agents of the Office of Price Adminis- 
tration and will be paid on a cost basis by the OPA. 





Washington Sees; 

As a result of the elections the membership of 
the incoming 78th Congress gives every 0 te 
tion that the days of "rubber stampism" are 
fast ebbing. The President faces a new national 
legislature that will be less willing to do his bid- 
ding unquestioningly. 


So far as appropriations are concerned, how- 
ever, it doesn't make much difference to the 
President whether he has a firm control over the 
next Congress or not. The Congress which passes 
out at the year end has been appropriating 
money at a rate vastly greater than the Govern- 
ment's ability to spend it. At present there is 
a backlog of more than $100,000,000,000 of 
funds which have been appropriated but which 
remain unspent. Take a look at the lease-lend 
account alone. The President's recent report to 
Congress on lease-lend activities showed that 
while $69,944,650,000 has already been made 
available to him by Congress for purely lease- 
lend purposes, lease-lend aid is being provided 
at the rate of only about $8,000,000,000 a year. 


Even in the present Congress many of the 
Administration's own supporters among the 


Democratic ranks have shown a disinclination to 
go along with the President on his requests for 
legislation. The new Congress is sure to give 
much closer scrutiny to the proposals that come 
up from the White House. 
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Government officials and representative bankers are now 
working out plans of giving the banks details of the 
system. 


Inflation note: Early Christmas buying boosted sales of 
all retail stores to $5,310,000 in October. This is the 
highest for any month on record except December of 
1941. Compared with October of 1941 it represents an 
increase of 13 per cent over the $4,711,000,000 of retail 
sales in that month. 


Food goals for 1943 show the need for foods of most 
value in the wartime diet. They call for maximum milk 
production, more meat and eggs, more feed grains to 
support increased livestock production, more dry beans 
and peas to supply proteins in the diet, more poultry to 
supplement supplies of other meats, more of the vege- 
tables essential because of their high food value, more 
oil crops, less short staple cotton but more long staple 
cotton. One of the most critical needs in 1943 will be 
for milk and dairy products. 


Treasury drive which is now under way to raise $9,000,- 
000,000 in new money places on commercial banks a 
burden which they have to assume. Proportion of capi- 
tal to liabilities has to be reduced and normally unwar- 
ranted risks have to be taken. There have been assur- 
ances, however, that this will not bring trouble with bank 
examiners. Presumably the Federal authorities are act- 
ing on the assumption that this contemplated risk is less 
than that which would result to the economic structure 
from a failure of the Treasury’s program. 


Mass movement of civilian population to centers of war 
industry since the 1940 census was made are not startling 
the country as a whole. Those centers in which the 
civilian population increased showed a total gain of only 
6.8 per cent of their 1940 figures. In certain areas, how- 
ever, very large gains were made. Greatest percentage 
increase was registered in San Diego, where population 
increased over 35 per cent. 
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Limitation on private investment income faces stiff fight. 
When $25,000 net salary limitation was imposed by executive order after 
Congress refused to legislate an income ceiling at the President's request 
there were howls on Capitol Hill: Main shriek was that salary ceiling was 
unfair because coupon clippers were allowed to escape. Now the Administra- 
tion ts going to give Congress the opportunity to correct this inequitable 
situation. The lawmakers will be asked to extend the limitation to cover 
investment income, presumably at a $25,000 net level. But they may reply 
by doing away with the salary limit. 














President is expected to ask for such a ceiling in the new tax 
bill. While wage stabilization act gave him authority to act on wages 
and salaries it did not include control over investment income. 














Tip-off was given by Mrs. Roosevelt weeks ago. At her press 
conference held after her return from Great Britain she told newswomen she 
felt disturbed that investment income was not covered by the $25,000 net 
ceiling. "I was assured we would tax that, too," she stated. 








1e More money is in circulation today than ever before in the 
history of the country. Currency outside the Treasury and Federal Reserve 
banks has risen to the unprecedented figure of $14,465,000,000. This is 
of $9,500,000,000 above the level of the boom year of 1929. The peak has not 
we been reached. 














in Look for a counterattack from the Army if the Office of Defense 
i] Transportation sets a mileage limit on operation of motor trucks. Army 
is dead set against any such restriction. This is one of the pricipal 
reasons why ODT has so far refrained from imposing the restriction. Army 

st : regards unlimited trip mileage as necessary in the war effort for trans- 
portation of military supplies. If ODT acts, Army will seek supervision 
over truck transport. 
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0 Office of Price Administration will seek to clamp down on radio 
e- and other news commentators to restrain from speculating on possible 
el rationing moves. 0 P A feels comment about what is to be rationed and 





when and how fosters panic buying. 





Look for continued expansion of the dehydrated foods industry. 
For a while W P B felt existing plants would be sufficient to meet contem- 
. ; plated needs and discouraged expansion in the field. WP B has changed its 
views. It is no longer discouraging plants suitably equipped to get 
into production. 

















r- W_P B Requirements Committee, which decides for what purposes 
k critical materials can be used, has approved a "bank of metals" to 
- permit wide expansion of dehydrated food production, as well as quick 





freezing, next year. 





Textile manufacturers with dryers in their plants are rushing to 


consult with WP B officials for the purpose of entering the food dehy- 
ir dration business. 























' 

: Reason for the rush is the need for dried food. Outlook is that 

y one billion pounds of dehydrated foods will be needed in 1943. Expansion of 

7. the industry is necessary to accomplish this task. Some three dozen foods 

re are now being bought by the Government in dehydrated form. List of new 

n foods that can be satisfactorily dehydrated is constantly increasing. 
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Office of War Information will take over direction of publicity 
and promotion of Government nutrition program. Prospects of food short- 


ages, rationing and other uncertainties make it difficult for OWI to chart 
its course now. OIW will get its information program under way after the 
new year when it is hoped the situation will be clarified. ‘ 


Office of War Information will stop pirating technicans from 
domestic radio stations. Officials of 0 WI overseas branch have been 


offering station employees more money and draft deferments to lure them 
away, one company complained. 0 WI promptly promised to discharge any 
official engaging in this practice. 


Transmitting equipment is growing scarce. As a move to permit 
many broadscasting stations to continue operation which would otherwise 


be forced to remain silent at least for temporary periods, the Federal 
Communications Commission will develop a "pool catalog." Stations will be 
asked to list their usable surplus equipment so it can be made available 
to station in need. 


Trend of film consumption by the Army, Navy and Government 


agencies continues upward. Hence, W P B will order the motion picture 
industry to take another cut in raw film starting at the first of the year. 
At present producers and distributors get 10 to 24 per cent less celluloid 
than they had available in 1941. During 1943 they will get 12% to 30 

per cent tess than 1941 normal. 


















































All-over saving of film stock will amount to 25 per cent. This 
will be used by armed services and Government agencies. 








New slash in film allotment will cut down on production grade B 
pictures. Difficult shots requiring more film than usual photography will 
be kept to a minimum. Stars will be given more time to rehearse their 
lines in order to eliminate retakes. 











You will not see the much publicized Warner Brothers newsreel 
idea develop into reality. WP Bis distinctly cold to the idea. It feels 
that the five newsreels already in operation are plenty to satisfy the 
needs of the motion picture public. 

















There's a good chance that existing newsreels will have to 
alternate releases. Competing newsreels usually cover the same "stories" 
and take different shots to avoid close similarity. One proposal to con- 
serve film is to let newsreels alternate release dates and work out a 
pooling arrangement for the distribution of news footage in the same 
manner that the large agencies are pooling news dispatches. Odds favor its 


adoption. 


The additional 27,000 barrels a day of oil that Petroleum Co- 
ordinator Ickes has promise will flow into the East as a result of pipe- 
line adjustments is nothing to-get excited about. This additional move- 
ment had already been counted on in forecasts of supply for the coming 
winter. It will not effect the current oil shortage situation. 























Tire turn-in program is not coming up to expectations. Only half 
of the tires which have been turned in to the Government thus far are 
usable in their present condition or can be made usable by repairs or re- 
capping. In some cities rate is only one third. 
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MACHINE TOOLS 


DISCOUNTED 
PEACE? 


BY OWEN ELY 


= TOOLS are considered a war industry, since 
operations have grown many-fold to re-tool American 
factories for war production. Moreover, it is a highly 
cyclical industry: machine tools form the base of our 


output sinks to low levels. The Federal Reserve index 
of machinery production in September reached 305 com- 
pared with a low of 36 in 1932. 

A price index of machinery stocks in 1929 reached 150, 
in 1932 dropped to 20, in 1937 made a new high of 160 
and is currently around 73. Machinery stocks dropped 
about 714% in the two weeks ended November 27th, 
while the Dow-Jones average dipped only about 144%. 
This reflects a recurrence of the “short war” psychology 

following the victories on the African and Russian fronts. 
The accompanying table includes a_ representative 
group of machine tool stocks, many of which are selling 
close to their lowest levels for 1942. The 12 stocks in- 
cluded in our table show generous yield and are cur- 
rently selling to average only about 3 times current 
earnings and 8 times pre-war (1937-9) earnings. Some 
of them are relatively small companies and are unknown 
to the average investor. Nevertheless at current levels 
they would seem to have discounted fairly well the 
transition to a peace economy. However, should the 
war news continue favorable, it is quite possible that 
these stocks might be obtainable at still lower levels, 
since they are “tagged” with the war label. 

It is possible, however, that the transition from war 
to peace may furnish reasonable employment for tool 
companies’ facilities. Almost our entire industrial 
mechanism must be re-tooled and re-geared for the pro- 
duction of peace-time products such as automobiles, 
washing machines and smaller household “gadgets.” 
Moreover, some of the basic industries which are now 
suffermg from a shortage of tools, such as oil drilling, 
will be in the market for tools after the war. 

Rail and farm equipment will probably be in demand. 
Blast furnaces will need relining, etc. Moreover, war 
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industrial revolution but in periods of depression their 
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orders may not be completely cancelled since it has been 
hinted that a long armistice may follow the war and our 
military resources will doubtless be maintained at a sub- 
stantial level during this period. The New Deal policy 
will be to prevent a serious depression by stimulating 
housing, exporting large amounts of machinery to allied 
and backward nations, etc. Hence while some decline 
will undoubtedy occur in the machine tool industry, it 
seems unlikely that a let-down such as occurred in 1932 
will immediately occur. History has taught us that the 
major depression following a great war usually comes 
many years later, following a period of inflationary pros- 
perity during which consumer demands are again 
satiated. 

The heavy taxes now being paid by the machine tool 
companies will also form a buffer against low earnings, 
particularly as many of these companies are accumulat- 
ing substantial tax credits for the post-war period. 

While the stocks listed in our table are not among the 
best-known American corporations, some of them repre- 
sent an aristocracy of early American mechanical genius 
which flowered in New England. Many of them combine 
sound management with a simple financial structure. 
While cash positions have suffered somewhat due to rap- 
idly expanding operations and heavy taxes, most of them 
remain in comfortable position. Another year of heavy 
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operations would further bolster cash positions and pro- 
vide additional tax credits as a buffer against later de- 
pression days. Following are some details on the twelve 
companies which we have tabulated: 

Blaw-Knox is not exclusively a machine tool company, 
but is included in the group because it produces power- 
driven metal-working machines. Other products include 
steel gratings, steam purifiers, process equipment, trans- 
mission and radio towers, dust collectors, gas cleaners, 
blowhouse equipment, steel and alloy castings, structural 
steel mill buildings, rolling mill machinery, etc. 

Earnings have been irregular, but the cash position is 
good and the stock is one of the few low-priced issues in 
the machine group. Moreover, it is selling at almost the 
lowest level of the past nine years and thus would seem 
to have discounted pretty well the “short war” theory. 

E. W. Bliss was a speculative favorite in World War I 
when the common stock (later split up) reached 750 in 
1916 compared with the pre-war price around 40. At 
present the stock is barely holding its own with the aver- 
age 1938-9 level, though earnings have, of course, in- 
creased sharply. In the other war, the company was a 
leading producer of torpedoes, shells, etc.; the character 
of the present war business has not been fully disclosed. 
Peace-time production includes mechanical and hydrau- 
lic presses, dies and machinery for fabrication of sheet 
metal goods, etc. Its products are used in a variety of 
industries—auto, farm machinery, electrical, steel, rail 
equipment, canning, cutlery, etc. The company’s 1928 
venture into the airplane engine field proved unsuccess- 
ful. 

The 1941 financial position was fair, and the company 
is currently selling at only about twice current earnings 
and ten times those of 1937-9. Last year the company 
earned $7.09, and the estimate of $5 for the current year 
seems conservative despite the probable low excess profits 
tax exemption (no interim figures are available) . 

Bullard is a typical New England machine tool com- 
pany, making automatic labor-saving machinery and 
specially designed tools such as “Mult-Au-Matics,” 
“Contin-U-Matics,” and “Vertical Turret Lathes.” The 
stock is currently selling at slightly less than twice the 
estimated 1942 earnings of $8 and the 10% tax credit 
combined, but is fairly high in relation to average 1937-9 
average earnings of $1.44. The financial position, as of 
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June 30, was only fair, with current assets slightly in ex- 
cess of current liabilities (including tax accruals and ad- 
vances received under pool orders). This doubtless ac- 
counts for the conservative dividend policy. 

Ex-Cell-O makes precision boring machines, hydrau- 
lic power units, multiple drill heads, precision thread 
grinders, carbide tool grinders, center lapping machines 
and cylinder boring machines. In addition to these ma- 
chine tool items it produces aeroplane engine parts, rail- 
road pins and bushings, special dairy machinery, Diesel 
fuel injection systems, etc. The financial position a year 
ago was only fair, the current ratio being about 1.3 to 1. 
The stock is quite similar to Bullard, but earnings have 
shown less pre-war fluctuation and estimates for the 
current year are somewhat higher. The plant is located 
in Detroit. 

Greenfield Tap and Die is an old New England tool 
company, the business dating back to 1871. The com- 
pany makes taps, dies, gages, screw cutting tools, ream- 
ers, twist drills, pipe tools, and machine tools. It was very 
active during the other war and is again doing its share in 
the defense program, having expanded its facilities for 
the production of gages and taps with equipment leased 
from the Defense Plant Corporation. The stock is sell- 

ing on the Curb around 7, which is 





Position of Selected Machine Tools 


only slightly above the 1940-41 lows 
and is below the highs for each year 
back to 1934. However, the stock 
seems relatively less attractive than 


























*Paid or declared to about Nov. 24th. 


**Y ear ended June 30, 1942. 
company earned $7.09. (b) In the first half the company earned $1.20 compared with $1.67 last year. 


(a) No interim figures available; last year the 


Recent 1942 *Div. Est. Price Average Price Ratio - 

Price Range Paid or 1942 10% Tax Earnings Earnings to 1937-39 some of the other stocks listed In our 

About About Declared Earnings Credit Ratio 1937-9 Aver. Earn. table, particularly as no dividend has 
Blaw-Knox.......... 5%, Th-5 $0.35 $1.50 255 3.9 $0.88 6.5 vet been declared for 1942, and the 
SP MNIB ER Gis 65 505 a fe k 11 17 -10 2.00 5.00(a) ? 2.2 35 10.4 te Sie 
eee . 19 25 -16 250 8.00 3.00 2.6 1.44 14.6 cash position at the end of 1941 
Ex-Cell-O Com.......... . 24 28 -20 2.60 10.00 3.10 2.4 1.70 14.1 seemed low im relation to current 
Greenfield Tap & Die....... 7 8 -5 ae tte 2.50(b) ? 2.8 58 12.1 liabilities. 
National Acme.......... 15 20 14 2.00 7.00 2.75 2.1 1.58 9.5 a e . 
Niles-Bement-Pond......... 9 14-8 1.95 4.25 1.65 2.1 1.64 5.5 National Acme is currently selling 
DB Dinikc es cnece ess 24 35 -24 2.25 6.98** ? 3.4 3.44 7.0 at only about twice estimated 1942 
United Engineering......... 26 35 -25 2.25 2.90 -70 9.0 3.70 7.0 ° 1 ° ings 
Monarch Machine Tool...... 16 30 -15 3.00 9.00 3.35 1.8' 2.05 7.8 asa (about 1 12 times earn F 
Van Norman Machine Tool. 10 12-7 1.30 2.65 ? 3.8 3.39 3.0 if the 10% tax credit be included) 
Giddings & Lewis Mach. Tool. 11 1.25 [3.32] fl? 3.3 3.41 3.2 and at less than ten times the pre- 


war earnings figures shown in our 
table. The company, which is lo- 
cated in Cleveland, makes automatic 
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screw machines and chucking machines, brass and steel 
automatic screw machine products, automatic threading 
dies and taps, special machinery for the paint and var- 
nish trades, and other products. The production gain 
in the past three years has been about 700% compared 
with 530% average for the machine tool industry, and 
is expected to increase another 60%; the company is 
booked solidly for next year. The current ratio at last 
year-end was 1.67 to 1, and there is no funded debt or 
preferred stock outstanding. Equity per share last year 
was $18.56 compared with the current price around 15. 
Dividends have been paid during the past 7 years, the 
present rate being $2. 

Niles-Bement-Pond (which was split 4 for 1 in No- 
vember, 1941) is notable in our table for the low price- 
earnings ratio in the pre-war period 1937-9. This is prob- 
ably due to the fact that it reported fairly good earnings 
in 1938 (1.21). Moreover, it is selling at only 114 times 
estimated current earnings plus the tax credit. With 
headquarters at Hartford, it is an important maker of 
metal-working machine tools, lathes, grinders, shapers, 
gauges, small tools, and die-sinking machinery. The 
company has important affiliations with the aviation in- 
dustry and distributed 214 shares of United Aircraft to 
each share of its own common stock in 1929. While the 
stock sold as low as $1 (after allowing for the split-up) 
in 1932-3, it sold up to 19 in 1939. The current position 
at last year-end was satisfactory, the current ratio being 
1.57 to 1 and the equity per share (based on the balance 
sheet) $16.84. 

L. S. Starrett is an old New England maker of fine 
precision instruments used in the metal-working, con- 
struction, engineering and automotive industries, includ- 
ing hacksaw blades, dial gauges, bevils, squares, etc. The 
stock is selling at about 314 times the earnings for the 
year ended June 30, 1942, but of course those earnings 
did not full reflect present increased taxes. 1938 earnings 
were surprisingly good—$3.24 a share—and the stock is 
selling at about 7 times 1937-9 average share 
earnings. The company has a somewhat 
better cash position than most of the other 
companies in our list; cash assets of about 
$2,700,000 as of June 30 were about 37% of 
total assets and equal to about 68% of cur- 
rent liabilities (principally tax accruals). 
Capitalization consists merely of 146,699 
shares of common stock. 

United Engineering & Foundry designs and 
manufactures heavy steel mill machinery, roll- 
ing mill rolls and miscellaneous castings. A new 
plant is being constructed at New Castle, 
Penna. at government expense and will be 
operated under lease. 1941 sales volume set 
a new record for the company’s history, but 
net earnings were somewhat disappointing, 
being lower than in 1940. Earnings this year 
will be still lower according to present esti- 
mates. The stock appears to be selling largely 
on the basis of pre-war earnings which aver- 
aged about the same as current earnings. 
(There was a moderate deficit in 1932). The 
current position is good, the current ratio 
last year being 1.65 to 1. The stock sells at 
nearly double its balance sheet equity per 
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share, however ($14.36). ‘The company is more closely 
affiliated to the steel industry, perhaps, than to the ma- 
chine tool trade, although it has an overlapping pssition. 

Monarch Machine Tool is one of the smaller com- 
panies (assets under $7 million) but it has had an in- 
teresting record. During the first World War huge divi- 
dends were paid. The stock was split 5-for-1 in 1916, 
yet in the following year cash dividends of $150 per 
share were paid. The stock was again split 3-for-1 in 
1921 and generous dividends were paid up to 1929, when 
there was a 16-for-1 split. The company continued to 
pay dividends in each subsequent year though those in 
1932-3 were only token payments of 10c. While the 
company was moderately in the red in 1931-3, earnings 
have gained consistently in later years, amounting to 
$7.14 last year. 

For the current year it has been estimated that about 
$9 might be earned, plus a 10% tax credit of $3.35, mak- 
ing a total of $12.35 as compared with current market 
price of about 16 on the Curb. $3 in dividends have 
been paid or declared this year, compared with $4 last 
year. The current ratio at last year-end was about 1.6 
to 1, and the equity per share about $17.44. The current 
price seems quite reasonable as compared with the price 
range since the stock was listed on the Curb in 1937. 
So far as conclusions can be drawn from the data in our 
table, the stock would appear to be relatively the most 
attractive in our list, but it has rather a poor market. 

Van Norman is one of the old New England companies 
with an excellent record of stable earnings. It produces 
milling machines of various kinds, grinders for use in 
making roller bearing rings, etc., and machines and tools 
for the repair of automotive units and internal combus- 
tion engines. Principal customers are automobile, air- 
plane, tank and machinery manufacturers. The company 
is now entirely in the war business, but as indicated in 
our table, the war has had comparatively little effect on 
earnings, which have averaged (Please turn to page 253) 






















\\ ITH conversion of manufacturing facilities virtually 
completed, processing of the tremendous volume of war 
orders is being materially accelerated by the automo- 


tive equipment organizations. In many sections of the 
country, but more particularly in the northeastern 
quadrant of the nation, factories of these companies are 
working around the clock in turning out the huge quan- 
tities of parts for guns, engines, tanks, planes, ammuni- 
tion and other vital military equipment which is 
contributing mightily toward the eventual crushing of 
our Axis enemies. 

The celerity with which this transition has been 
accomplished may be construed not only as a gratifying 
exemplification of the marvelous efficiency and adapt- 
ability of the great American industrial entities, but 
also as a supreme tribute to the resourcefulness and 
ingenuity of the men who guide their destinies. Suspen- 
sion of the manufacture of original automotive equip- 
ment was essential to expedite the conversion to war 
production. Meanwhile, production of replacement 
parts is being restricted to equipment that is necessary 
to provide for motor vehicles now in use. 


Limited Parts Replacement Permitted 


In this connection, the W P B has established a quota 
that permits manufacturers of parts for passenger auto- 
mobiles and light trucks to produce, during the final 
quarter of 1942, a quantity not in excess of 70% of sales 
registered in the fourth quarter of 1941—with the pro- 
viso that total inventories be not in excess of a four 
months’ supply. In cases where inventories are in 
excess of the stipulated ratio, the equipment makers 
may produce replacement parts in an amount not to 
exceed 50% of total sales for the corresponding period 
of 1941, except that they must not expand inventories 
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existing at the end of the quarter over those that pre- 
vailed at the beginning of this period. The correspond- 
ing quotas for the makers of parts for medium and heavy 
trucks, buses and for trailers, were set at 125% and 75%, 
respectively, of sales one year earlier. The W P B 
quota, however, makes no provision for manufacture of 
such items as fenders, hoods, bumpers and running- 
boards, and consumers are further required to return 
an old part before delivery of a replacement part can 
be made. 

Availability of adequate supplies of raw materials 
will be the determining factor in the degree to which 
auto equipment companies, which have not succeeded 
in obtaining substantial war business, may profit by 
the W P B fiat, inasmuch as the manufacturers engaged 
wholly in production of essential and direct war equip- 
ment are being accorded prior consideration in the allo- 
cation of those raw materials. 


War Orders Estimated at $15 Billions 


Although official Governmental figures of war contract 
awards to the makers’ of automotive accessories are no 
longer published, estimates have placed the aggregate, 
including those which have been negotiated with manu- 
facturers of motor vehicles, at approximately $15 bil- 
lion. The larger portion of the orders received by the 
auto equipment makers consists of sub-contracts for 
various parts, as well as sub-assemblies from other manu- 
facturers which hold contracts for the completed equip- 
ment. The proportion of the aggregate volume of arma- 
ment business received by the parts makers is not ascer- 
tainable, but manifestly it represents a substantial 
quantity that assures capacity operations for these con- 
cerns throughout the duration of the war. 

The necessity of sufficient supplies of materials applies 
with equal force to these latter organizations, as it does 
in the case of the concerns engaged chiefly in replace- 
ment business, to which reference is made above. There 
have been occasional interruptions to the war produc- 
tion of these manufacturers, resulting rather from tem- 
porary dislocations in the procuring of materials, than 
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from a general shortage thereof. These obstacles are 
being progressively overcome through more effective 
allocation of supplies, in order that continuous and 
accelerating operations, in all of such plants concentrat- 
ing upon armament production, be achieved. 

Because of the nation-wide investment interest in 
the securities of leading corporations in the automotive 
accessory division of industry, particularly with relation 
to the war effort, the present time is opportune for a 
survey of their position and prospects. In numerous 
instances, of course, Federal censorship renders imprac- 
ticable a detailed discussion of operations. 

Bendix Aviation Corp., which normally derives the 
greater portion of revenues from the production of auto- 
motive parts and aircraft equipment, is devoting all but 
a minor part of operations to military aircraft and 
marine equipment, as well as to certain specialized 
armament lines. Plant facilities have been greatly 
enlarged at several locations, while aircraft equipment 
capacity is reported to have been quadrupled. In order 
to finance the large volume of war orders, the company 
has, it is stated, arranged for a credit of $200,000,000 
through a large mid-western bank, of which $50,000,000 
would be underwritten by a Government agency, at a 
reported interest rate of 234%. Profits of Bendix for 
the nine months ended with June 30, 1942, equalled 
$5.22 per share on the 2,113,353 shares of $5 par capital 
stock, compared with $4.52 per share in the preceding 
similar period. Dividends paid during 1942 totaled $3.75 
per share compared with $4 paid in 1941. The shares 
possess speculative merit in view of the company’s 
excellent earnings outlook and highly capable manage- 
ment. 


Prominent Maker of Aluminum Pistons 


The war business of Bohn Aluminum & Brass Corp. 
is comprised mainly of large orders for fabricated alumi- 
num parts for armament use. In peace time, this com- 
pany markets about 40% of output to the automotive 
industry, products consisting of aluminum pistons, 
cylinder heads, bearings, bushings and connecting rods. 
Other important consumers of the company’s production 
are manufacturers of vacuum cleaners, washing machines 
and refrigerators, with further diversification supplied 
by the aircraft trades. Profits for the nine months ended 
Sept. 30, 1942, continued the improving trend in evidence 
since 1939, amounting to $4.60 per share on the 352,- 
418 shares of capital stock (the only capital obligation) , 
compared with $3.26 per share in the first nine months 
of 1941. Bank loans of $1,200,000 were repaid early 
this year. Dividends this year, through Dec. 18, includ- 
ing $1 extra, amount to $3 per share, as against $2 for 
the full year 1941, and $1.50 paid in 1940. Development 
of magnesium alloys offers promising long-term poten- 
tialities. In view of the encouraging profit prospect of 
the company, the capital stock of this concern may be 
considered attractive. 

Notwithstanding Federal tax allowances of $21,952,- 
000 for the nine months ended Sept. 30, last, as against 
only $8,159,000 for the comparable 1941 interim, profits 
of Borg Warner Corp. receded but slightly to $2.59 per 
share from $2.72 in the similar nine months of 1941. The 
regular business of this company consists, to a large 
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extent, of production of transmissions, overdrives, 
clutches, etc:, although the Norge household appliance 
division accounts for more than 20% of total sales vol- 
ume, the latter including refrigerators, washing machines, 
oil burners and air-conditioning equipment. Other reve- 
nues are ordinarily supplied by farm implements and 
specialty steel products. Conversion to war business 
has been practically completed, and total volume will 
continue high during the war. Finances as of June 30, 
1942, were strong, with current assets of $57,190,000, 
including cash of $18,171,000, comparing with current 
liabilities of $26,819,000. Dividends through Dec. 10 
total $1.60 for 1942, compared with $2 for the full year 
1941. On the basis of 40 cents quarterly. a yield of over 
6% is available. 


Leading Auto Body Builder 


Briggs Mfg. Co. is the largest independent automo- 
bile body manufacturer in the world, with a capacity of 
1,200,000 bodies annually. Development, begun in 1940, 
of the aircraft parts department has enabled this con- 
cern to handle a large volume of orders for aircraft 
assemblies, which, with other armament output, assures 
an augmented level of operations throughout the war. 
Net income before taxes dropped sharply in the nine 
months ended Sept. 30, 1942, probably due to reduced 
operations during the conversion period. Net profits 
were equal to $1.56 per share, as against $2.44 in the 
same 1941 months, on the 1,947,700 shares of capital 
stock. However, net income for the third quarter of 
this year rose to 57 cents per share from 33 cents per 
share in the similar 1941 interim, suggesting that further 
recovery in profits will be witnessed in future months. 
Diversification of production will be continued in the 
post-war era, but the principal portion of revenues will 
doubtless be obtained from the manufacture of auto- 
mobile bodies, as in the past. Distributions on the 
capital stock through Dec. 24, 1942, amount to $2.00, 
which compare with $2.25 per share each for the calen- 
dar years 1940 and 1941. Profits for 1942 may exceed 
$2 per share, and it is probable that the recent 50-cent 
dividend basis will be continued. The capital stock, 
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Newport News Shipbuilding & Dry Dock Company 
Common 


With the common stock of Newport News Shipbuild- 
ing & Dry Dock dropping down to a new low of 15% as 
compared with a high of 251% this year, shareholders 
have shown some concern. The fact that no interim 
‘arnings reports are issued worries some investors who 
feel in doubt as to the meaning of the market decline 
and want to know whether to sell or to hold for the 
longer term. 

Newport News Shipbuilding & Dry Dock is one of the 
largest shipbuilding companies in the country with ex- 
tensive shipways, piers, dry docks, slips and warehouses— 
equipped for the largest naval and merchant vessels. 
The company also rebuilds, repairs and reconditions 
ships; while a part of income comes from manufacture of 
hydraulic turbines and equipment for electric power in- 
stallations and marine and industrial paints. 

Doing work for both the Maritime Commission and 
the Navy, the company is likely to have capacity opera- 
tions for the duration. Growing production has resulted 
from expansion of shipyards and this is not likely to be 
halted by shortages of raw materials. In 1941 Newport 
News Shipbuilding earned $6.11 a share, compared with 
$4.98 in 1940 and $2.69 in 1939. Neither interim earn- 
ings reports nor estimates have been made this year— 
however, at the end of June nearly one-half billion in 
unfilled contracts were on hand. Nineteen forty-two 
earnings are being hit by taxes and will be below those 
of last year—nevertheless the $2 dividend will be earned 
by a good margin and seems entirely secure. 

In addition to taxes, profits will be limited by the 10% 
profit limitation on work done for the Maritime Com- 
mission. 

Financial position is reasonably satisfactory. In 1940 
sale of 15,000 shares of preferred financed the retirement 
of funded debt. However, current assets are only 1.1 
times current liabilities. Working capital of $4.7 millions 
is rather small, having been reduced in 1941 by capital 
outlays and investment in a subsidiary, North Carolina 
Shipbuilding Co., which builds cargo ships. 

Conclusion: The trend in the market price is downward 
due to pressure against war stocks. Good news from the 
African and Pacific arenas suggests a shorter war than 
many had anticipated. Certainly the outlook for New- 
port News Shipbuilding & Dry Dock after the war is 
clouded. Probably the stock is undervalued at today’s 
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quotation and with a $2 dividend being paid we believe 
that those who retain it temporarily will be able to sell 
several points higher. Do not hold for the longer term. 


United Gas Improvement Company 


Holders of the common shares of United Gas Improve- 
ment noted the drop of nearly 25% in the company’s net 
income for the 12 months ended September 30, 1942. 
Already disturbed by the fight the S EC is having with 
this company—they have not been reassured by market 
action which finds the stock halfway between the high 
of 514 and the low of 31% for 1942. Several stockholders 
have inquired whether to sell now or to hold. A Phila- 
delphia investor wonders whether to sell now for the 
purpose of establishing a long-term tax loss, part of which 
can be used this year—the balance to be utilized as a 
carry-over loss credit in the next five years. 

United Gas Improvement Company is one of the oldest 
holding companies and as such is registered with the 
S E C and is subject to its decisions. The tentative inte- 
gration plan of the SEC would limit the company’s 
utility investments largely to the electric properties of 
Philadelphia Electric and subsidiaries and to Delaware 
Power & Light. Already UGI has divested itself of vari- 
ous properties, most important of which is Connecticut 
Light & Power Company. Now there is a battle on in 
the U. S. Circuit Court of Appeals concerning other 
properties. Hearings by the S E C have been considering 
the question of whether the company should be made to 
dispose of its holdings in Public Service of New Jersey. 
This uncertainty has depressed the price of the shares. 

Gross earnings from all departments have been favor- 
able, especially from electricity supplied largely to in- 
dustry. Income from transportation showed a healthy 
growth. However, net was reduced this year by rate 
reductions, increased federal taxes, cuts in dividends by 
non-subsidiary holdings, plus loss of income from sale of 
investments. Reduced dividends from both Philadelphia 
Electric Company and Public Service of New Jersey con- 
tributed to lower earnings. For the 12 months ended 
September 30, 1942, income was only 42c per share as 
compared with 59c in the previous 12 months. 

Dividends have been reduced to a 10c¢ quarterly basis, 
but this looks reasonably secure for the time being, repre- 
senting about a 914% return at present levels. The 
company’s financial position is sound with no debt and 
but a small amount of current (Please turn to page 254) 
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BY STANLEY DEVLIN 


; of American corporations 
have converted their operating facilities, 
in whole or in part, to the production of 
military equipment for our own armed 
forces and for the fighting men of the 
United Nations associated with us in this 
crusade to rid the world of the Axis menace. But when 
the finished materials leave their factories, this termi- 
nates, in the great majority of instances, the physical 
functioning of those manufacturers, so far as war pro- 
duction is concerned. 

Pullman, Inc., is carrying its war-time operations a 
step further. Not only are the facilities of the corpora- 
tion’s manufacturing subsidiary engaged largely upon 
the processing of armament orders, but its transporta- 
tion division is conveying thousands upon thousands of 
troops to camps and to points of embarkation in various 
sections of the country. 

Sleeping car traffic and the carrier subsidiary’s reve- 
nues therefrom are surpassing all previous records, 
according to a recent company statement, which adds 
that “troop movements and other Government travel 
account for nearly half of the total business handled this 
year. Earnings of this subsidiary show improvement 
over the level of recent years, but are lower than those 
of pre-depression period of the 1920’s, because of the 
substantially heavier operating costs and taxes now 
incurred.” 

The company’s program for the maximum utilization 
of all Pullman cars is now virtually completed, with 
all serviceable cars in active operation or in the shops for 
conversion into special-type troop cars, and with all un- 
serviceable equipment being converted as rapidly as pos- 
sible into scrap metal for use in the war effort. The com- 
pany expresses the view that probably all of these special- 
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type cars and many of the sleeping cars of regular type 
now being used in troop transportation will not be usable 
in Pullman service after the war. “So far as permissible 
under Government regulation,” says the company, “the 
new investment required in adapting Pullman cars for 
war use is being amortized on the prescribed five-year 
basis, but much rehabilitation expenditure is in prospect 
after the war on cars returned from the troop transport 
service.” 

Meanwhile, at the plants of Pullman-Standard Car 
Mfg. Co. (the wholly-owned manufacturing subsidiary), 
operations are proceeding at an accelerated pace. The 
total output of this division during the first nine months 
of 1942 was about 31% greater than for the entire year 
1941. The larger portion of this production has been 
diverted to armament output. Notwithstanding the 
increased flow of completed products, the backlog of 
orders has attained new peaks, currently accounting for 
95% of all orders on the books of this subsidiary. 

In connection with normal manufacturing operations, 
it may be mentioned that the American railroads have 
submitted to the War Production Board a suggested 
program for building new and greatly needed equipment, 
including 80,000 freight cars, to meet anticipated traffic 
requirements during 1943. The roads will be permitted 
to purchase 20,000 freight cars in first half of 1943; other- 
wise, the outlook for new passenger and freight rolling 
stock, en an extensive scale, except for cars for direct 
military purposes, does not now appear encouraging. 
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Production facilities in the Chicago area have been 
adapted to the construction of vessels for the Navy, and 
it is expected that the first submarine patrol boat built 
in that region will be launched shorly after the begin- 
ning of the new year. It is estimated that approximately 
6,000 workers will be employed in shipbuilding operations 
when maximum production is attained. 

The manufacturing organization is turning out 12 
times as many airplane parts as it did before our entry 
into the World War. Moreover, tank orders are eight 
times greater; gun carriages and mortars, six times 
greater; anti-aircraft welds, four times greater, while 
shell and bomb orders have increased 21% times. 

In the two years which have elapsed since the receipt 
of the company’s first war contract, approximately 5,500 
Pullman-Standard contracts have been awarded in 170 
cities and 20 states to 960 sub-contractors, the latter 
ranging in size from one-man shops to a plant employing 
150,000 workers. Of the firms receiving sub-contracts, 
795 are classified in the “small business’ group, and these 
hold nearly 4,800 contracts. Manifestly, Pullman is con- 
tributing in significant measure to the success of the 
“spread the work” movement throughout the country, 
with resultant economic benefit to the numerous com- 
munities where the sub-contracts are being processed. 

Pullman, Inc., is a lineal descendant of a business 
established by George Pullman in 1867. The present 
parent organization, which functions as a holding com- 
pany, was incorporated in 1927, to acquire control of 
The Pullman Co. (the original transportation unit), and 
of Pullman Car & Mfg. Corp. Among subsidiaries, in 
addition to those engaged chiefly in transportation and 
in manufacturing operations, are others whose activities 
embrace promotion of home building for employees in 
Michigan City, Ind.; export business; and foreign manu- 
facturing and sales operations. Manufacturing and repair 
shops of Pullman, Inc., are owned and operated in vari- 
ous sections of the United States. 

Capital structure of the parent organization is simple, 
consisting of 3,302,897 shares of capital stock of no-par 
value. The balance sheet as of Sept. 30, 1942, disclosed 
a strong financial status. Current assets totaled $128,- 
561,000, including cash and United States Government 
securities (latter carried at cost which, in the 


$3.74 per share of capital stock, compared with $2.38 in 
the corresponding months of 1941. However, net income 
of 90 cents per share for the three months ended Sept. 
30, was considerably under the $1.64 per share reported 


for the preceding quarter. Provision for all Federal 
taxes accrued to Sept. 30, last, was made in accordance 
with the Revenue Act of 1942. In making the provi- 
sion under the new Act, the entire excess profits tax 
exemption for the year 1942, with the carry-over from 
previous years, has been applied, without proration 
on a quarterly basis. The exemption, therefore, is 
exhausted, and earnings realized during the fourth quar- 
ter of this year will be subject in their entirety to 
excess profits tax at the rate of 90%. 

No credit was taken in the income account for the 
statutory post-war refund of 10% of excess profits tax 
to be paid on 1942 earnings. An estimate of the claim 
on account of such refund on the excess profits tax 
accrued for the first nine months of the year is carreid 
in the balance sheet, as a deferred item, in the amount 
of $579,500. 

The decline in third quarter income was attributed 
principally to the virtual suspension of railway car 
production. Inasmuch as income is now increasingly 
vulnerable to taxes, it is probable that net income for 
the year will not exceed $4.50 per share, and, in fact, 
may actually be somewhat under this figure, notwith- 
standing the heavy Government business on the com- 
pany’s books. 

The strong financial position of the company is demon- 
strated by the fact that net quick assets as of Sept. 30, 
1942, were equal to $27.80 per share, this sum being 
actually in excess of prevailing market prices for the 
capital stock. 

Pullman, Inc., possesses a long and honorable divi- 
dend record, with uninterrupted annual payments, in 
varying amounts, by the present and predecessor corpo- 
rations, dating back to 1867, the year in which the busi- 
ness was founded. Even during the early 1930s, when 
deficits rather than profits featured operations, liberal 
distributions were maintained, preservation of the long- 
time record being rendered possible by the company’s 
traditionally strong financial (Please turn to page 256) 





aggregate, was under market value) of $51,216, [G.. 
000, receivables of $28,129,000 and inventories 70 
(at cost) $28,354,000. There were also U. S. 
Treasury tax savings motes (earmarked for 
accrued Federal taxes on income) in the amount 
of $13,058,000. Current liabilities aggregating 
$36,750,000, consisted of accounts payable and 50 
payrolls, $16,823,000, and accrued taxes in the 
total of $19,727,000. 40 
The balance sheet shows a special reserve of 
$7,500,000 for contingencies. In this connection, 
the report states that, in recognition of the con- 
tingencies connected with such situations as the 
renegotiation of prices under armament con- 
tracts, as well as other factors involving reserves, 
an additional sum of $2,500,000 had been set 
aside out of earnings for the third quarter. 
Earnings recovery which developed in 1939 
was extended through the first nine months of 
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1942. Profits for the interim were equal to 
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Assets Versus Prospective 
Earnings 


Behind Mack Truck there are net 
quick assets of about $46 per share 
and book value is in excess of $64 
per share. However, this is one of 
the minority of stocks which re- 
cently have been making persistent 
new lows for the year. Earnings for 
nine month ended Sept. 30 were 
$3.03 per share, but in the third 
quarter alone were only 90 cents. If 
one classes Mack as a war stock, at 
recent price around 27 it is not 

-nearly as deflated as many others. 
In the years 1937-1940 its bottom 
levels were around 16 to 18. Though 
Mack has other war production, 
truck production has been drastic- 
ally cut. Military trucks apparently 
have been over-produced. It is con- 
ceivable that many of these vehicles 
may be disposed of in civilian mar- 
kets after the war. In an inflation- 
ary period, high assets are a desir- 
able factor in any stock, but in this 
case lack of confidence in the earn- 
ings prospect has the greater weight. 


inland Steel 


Pessimism on the post-war out- 
look for steels may be over-done. 
This industry is not going to be 
liquidated. Inland Steel especially 
invites attention by  speculative- 
investors. Its peace-time money- 
making ability has long been among 
the highest in the industry. It has 
excellent management and modern. 
strategically-located plants. Current 
dividend yield is attractive and 
appears relatively secure. Recent 


low of 57 was only 3 points above 
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1942 low and 34 of a point above 
lowest level of the depression year 
1938. Its highs of the past eight 
years back to and including 1935 
and beginning with that year in con- 
secutive order were: 108; 122; 13114; 
95; 9834; 94; 90%4; 7414, the last 
figure being 1942 top. 


Aircrafts Over-Sold? 


For the past six weeks the air- 
craft shares have acted “worse than 
the market.” That is because the 
public is thinking of them as war 
stocks, and is worried about what 
will happen in the inevitable post- 


service station in Birmingham, 


Here you see an old-time sleigh and buggy being repaired in a Packard dealer's 
Mich. Unfortunately for war-blitzed service stations 
and ration-bound motorists, it is not typical. 







war adjustment. Some companies 
probably will have to reduce output 
to as little as 5% or 10% of the 
present inflated level; and there 
may be financial problems in a few 
cases. The aircraft industry, how- 
ever, will experience an accelerated 
growth because of the war; and a 
few years ago the chief virtue of an 
investment in this industry was the 
“growth” factor. Representative air- 
craft shares are selling much lower 
than before the war in spite of the 
assured growth the war has given 
the business. They may pay some 
nice “war-end” dividends, _ inci- 
dentally, which would make their 
“ex-war” price even lower than it 
now seems. Furthermore, each com- 
pany represents more assets, more 
experience and better management. 
The facts presented in the accom- 
panying box are challenging. Prob- 
ably the aircrafts, from a long-range 
standpoint, are in a buying area. It 
is most important, however, to se- 
lect good management. On that 
score United Aircraft, Douglas and 
Consolidated are among the best. 


War Stocks Can Sell Higher 
After the War 


If your memory goes back over a 
quarter of a century, you will recall 
that many of the “war babies” of 
1915-1918 sold higher in the stock 


There aren't nearly enough such 


vehicles—or horses—to ease the transport problem more than minutely. 
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market the first year after the 
Armistice than at any time in 1918, 
the last year of the war. The 1919 
range of American Woolen common, 
for instance, was 169% to 4514 
against 60% to 445% in 1918. The 
1919 high of Baldwin Locomotive 
was 15644 against 10154 in 1918; 
Central Leather’s 1919 high was 
11614 against 735% as the best price 
of 1918; Crucible Steel, 261 against 
747; National Acme, 4314 against 
33; New York Shipbuilding, 78 
against 4714; and Republic Steel, 
145 against 96. The same thing does 
not have to happen again after 
World War II, but it could. 


General Telephone Offers 
High Yield 


Regardless of whether you con- 
sider it a $1.60 dividend stock, or 
think that the directors ought to cut 
the rate of payment to $1.40, Gen- 
eral Telephone at around 16 looks 
like a good high-yielding invest- 
ment. Net for the first nine months, 
on a consolidated basis, was $2.12 
a share against $2.18 in the same 
period a year ago. The company re- 
ported $2.86 a share for 1941 and 
$2.65 a share for 1940 and $2.12 a 
share for 1939. The stock sold as 
high as 2334 in 1940 when paying 
dividends at the rate of only $1.40. 
This stock is not entitled to the 
same investment rating as American 
Telephone because it represents a 
much smaller company operating in 
a limited territory; but the system 
has made most encouraging progress 
in recent years and the current high 
yield would appear to be out of pro- 
portion to the risk involved in buy- 
ing the stock. 


Possible Developments in Warner 
Brothers Pictures 


The Warner Brothers Pictures re- 
port for the fiscal year ended August 
31 probably will be published before 
this issue reaches the reader. A good 
showing is expected with estimates 
running between $1.75 and $2.50 a 
share on the common against $1.36 
a share in the previous period. War- 
ner Brothers has a back dividend 
accumulation of $33.6834 a share on 
the 99,617 shares of preferred stock 
outstanding. It is unlikely that this 
dividend will be paid off in cash, 
since the Warner family is supposed 
to own all but less than 10,000 
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The Aircrafts May Still Be “Growth Industry” Shares 


1939 1938 1937 1936 
Earned Earned Earned Earned 
Per Highest Per Highest Per Highest Per Highest Recen' 

Share Price Share Price Share Price Share Price Price 
Curtiss-Wright $0.39 1314 $0.17 TY, Nil 87g Nil 9% 6% 
Douglas Aircraft. . . 4.81 873, 3.76 80%, $1.90 1%, $1.74 82, $5 
Lockheed Aircraft 4.04 3634 0.67 37% 0.21 16% 0.15 14% 16 
Martin, Glenn L. 3.35 453% 2.15 379g 1.29 3114 0.89 201%, 19 
North Amer. Aviation. 2.06 29% 0.55 20 0.14 173% 0.01 144%, 10 
Sperry Corp... 2.71 51% 2.46 497 1.46 23%, 1.32 241 24 
United Aircraft. 3.53 51 2.05 43%, 1.52 351% 0.76 32% 26 






Present very low price-earnings ratios in the aircraft shares are in sharp contrast with the high price-earn- 
ings ratios prevailing in 1936, 1937 and 1938. Like the chemicals, the aircraft shares represent ownership 
in a dynamic ''growth"' industry, and normally sell at a large number of times per share earnings. There 
is no logical reason why aircraft shares should not be worth more now than in the pre-war years and the 
market may be guilty of excesses in its present pessimism regarding them. Current earnings, of course, 


admittedly are abnormal. 





shares of preferred and _ probably 
would prefer some new security to 
a money payment. In view of the 
improved financial position of the 
company and the remarkable man- 
ner in which funded debt has been 
reduced, some action to eliminate 
this preferred dividend accumula- 
tion obstacle to common dividend 
resumption is expected before long. 
Many of those who have been buy- 
ing the common stock between 6 
and 61% are saying most compli- 
mentary things about the Warner 
family. Because of the loyal man- 
ner in which the family stood be- 
hind the credit of the company with 
private money during darker days, 
the Warners have earned a splendid 
reputation for financial probity. 


So We Hear— 


Roan ANTELOPE has been going 
up on the better military situation 
in Africa; this company probably 
owns the best copper mine in the 
world in Northern Rhodesia. Before 
the war it could lay down copper in 
London at a cost of less than 5 
cents a pound, and its rich open-pit 
ore reserves are thought to assure a 
life of at least a century. ... On10 Or 
has been doing better than some of 
the other oil companies because of 
its huge pipe line interests; the short- 
age of tankers means big business 
for the pipe lines. . . . Mim-Conrtr- 
NENT PETROLEUM is another oil com- 
pany which has been making a bet- 
‘ter-than-average showing; this is 
because of the company’s concentra- 
tion in lubricants, which are not 
rationed, and ownership of a large 
fleet of tank cars. . . . Students of 


public utility holding company 
share values think that Common- 
WEALTH & SouTHEeRN Prop. repre- 
sents exceptionally sound value, 
whether the company is liquidated 
or not; there is a good possibility 
that dividends may be resumed, per- 
haps at the old $3 annual rate... . 
PULLMAN, INcORPORATED’S year-end 
dividehd brings payments for the 
year to $3 against $2.50 last year; 
net for the first nine months was 
$5.74 a share which suggests better 
than $4 for the year; with the stock 
selling at around 27 physical assets 
are given a very low’ market 
appraisal, since the company’s net 
working capital is about $25 a share. 
Book value at the end of June was 
$60.52 a share, and probably is con- 
servatively stated. . . . Some of the 
railroads which are expected to ex- 
haust, or nearly exhaust, their EPT 
credits this year are SouTHERN Pact- 
Fic, SouTHERN Rariway, UnNton 
Pactric, Erte Rattroap, ATCHISON 
AND ATLANTIC Coast Ling, all of 
which will earn substantially less 
after taxes in 1943 than in 1942, 
even if pre-tax net does not decline; 
roads like Chesapeake & Ohio, Nor- 
folk & Western, Virginian and Louis- 
ville & Nashville already are subject 
to EPT. .. . There has been some 
year-end loss registration in Nortu- 
ERN Paciric on the theory that the 
stock is adequately valued in view 
of the company’s low earning power 
under more normal conditions. . . . 
Decca Recorps is being bought by 
people who think the company 
should be a spending beneficiary; the 
problem of raw materials for records 
appears to have been solved by 
resourceful chemists. 





Cushing Photo 


I. a commemur: tive booklet issued by the F. W. Wool- 
worth Co. in 1939, the writer of that booklet describes 
the remarkable growth of this merchandising organiza- 
tion during the preceding 60 years as the “Triumph of 
Small Change.” It would be equally veracious to de- 
scribe such monumental expansion over three score and 
more of years as the “triumph of an idea”—an idea that 
merchandise could be produced and sold at a compara- 
tively low price, and yet yield a profit to the manufac- 
turer and to the merchant. 

Mass production and rapid and tremendous turnover 
of such merchandise were essential to the success of this 
idea, which presupposed the existence of a consumer 
market sufficiently large, and with ample buying power 
in good times and bad, to assure maintenance of profit- 
able operations for such an enterprise. 


the first full year of the present corporate organization, 
with sales of only $60,558,000, expansion has been con- 
stant over the ensuing years, until at the end of 1940, the 
company had 2,027 stores in operation in the United 
States, Canada and Cuba, or four more than at the close 
of 1941. Contemporaneously, sales expanded in even 
greater proportion, rising from an average of about 
$96,000 per store in 1912 to an all-time record average 
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From a modest number of 631 stores operating in 1912, | 









Lower 1942 Net Probable; No 
Early Dividend Change Seen 


BY GEORGE L. MERTON 


of over $186,000 per store (in the western hemisphere) 
last year. 

Meanwhile, Woolworth had extended its ramifications 
across the Atlantic Ocean. More than three decades ago, 
F. W. Woolworth & Co., Ltd., was incorporated in Eng- 
land, as a private company. Recapitalization was ef- 
fected in 1931, and shares were sold to the public. At the 
end of 1940, this corporation operated some 750 stores 
in Great Britain and Ireland, these corresponding to the 
“five and ten stores” in the western hemisphere. About 
53% of the voting “ordinary” shares is owned by the 
American organization. 

Through a controlled German corporation, stores were 
also opened throughout the Reich, and in 1939, latest 
year for which figures are available, these numbered 82. 
Inasmuch as their status under enemy domination has 
not been clarified, the parent organization, in the interest 
of conservative accounting, had written the value of the 
German investment down to only $1 as of Dec. 31, 1941. 

For many decades after the establishment of the Wool- 
worth company, the original policy of retailing merchan- 
dise at five to ten cents was closely followed. Realizing 
the limitations upon sales possibilities thus arbitrarily 
set, alteration in merchandising policy was adopted in 
1936, in order to permit sale of higher priced goods also 
and thus to strengthen the company’s competitive posi- 
tion. This policy has been attended with great success, 
as may be perceived from the fact that average sales per 
store have advanced from $136,000 in 1935, to over 
$186,000 in 1941, or an increase of more than 36% in six 
years. 

Although the size of the stores and the types of mer- 
chandise sold are determined in some degree by the char- 
acter of the locality served, operations are generally 
standardized. All merchandise is purchased—in some 
instances the entire output of a certain manufacturer 
may be acquired if a favorable opportunity is presented. 
A considerable portion of goods is bought on a competi- 
tive basis. Not only are costs closely controlled, but a 
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vareful check is kept upon items that may be in great 
popular demand during a given period, in order to assure 
frequent turnover of such goods. 

Unsold merchandise carried over to a second annual 
accounting is automatically written off, thus avoiding 
accumulation of unsalable items. Moreover, the man- 
agement observes trade trends and store results in va- 
rious localities, and unprofitable units are eventually 
closed, as a general policy. Contrariwise, new stores are 
opened when local economic conditions justify such a 
move. For example, in 1941, the company reports the 
opening of twelve new stores and the closing of sixteen 
units. The reason for discontinuing of operations in the 
sixteen stores was not specified in the annual statement, 
but the inference may be drawn that such operations 
were not sufficiently profitable to warrant their continued 
existence. 

At the end of 1941, there were in operation (on this 
side of the Atlantic) 1,870 stores in the United States, 
145 in Canada, and 8 in Cuba. The largest number of 
stores was in New York State—226; with Illinois having 
180; Pennsylvania, 142; California, 120; Massachusetts, 
118; and Ohio, 115. Of Canadian stores, Ontario led 
with 62, followed by Quebec with 34. 

Woolworth does not report earnings on an interim 
basis. Operations in 1941 resulted in earn- 


at the end of last year. Dividends on the company’s 
British investment have been paid annually for the past 
dozen years. Distributions in 1941 and 1942 totaled 
$1.20 per share, on the ordinary shares, computing the 
pound sterling at an equivalent of $4. 

The F. W. Woolworth Company itself has made some 
distribution to stockholders in every year since establish- 
ment of the present corporation. With a payment of 
$0.40 on Dec. 1, these total $1.60 for 1942, compared with 
$2.00 in 1941, and $2.40 per share annually from 1932 to 
1940, inclusive. 

Operations during 1942 have been characterized by 
sales gains. For the ten months ended with October. 
sales aggregated $322,600,000, or 14.8% more than dur- 
ing the comparable 1941 period. Sales for the month of 
October, in the amount of $38,475,000, were 17.9% above 
those for the similar month of last year. The large va- 
riety of merchandise which the company handles has 
been of particular advantage (with inventories compris- 
ing over 35,000 items), during a time when numerous 
mercantile organizations are encountering difficulty in 
securing inventories of generally profitable lines. In this 
connection, it is stated that Woolworth has been rather 
successful in obtaining satisfactory substitutes for many 
types of merchandise. 





ings equal to $2.69 per share, on the out- 
standing 9,703,608 shares of $10 par value 
capital stock, this comparing with $2.48 per 
share in the preceding year. Other capital 
obligations outstanding on Dec. 31, 1941. 
included $22,000,000 of 214% S. F. deben- Year 
tures, due in 1955 (which were sold in June, 1935 


Proceeds of the debenture sale were used 1938....-.... 
for retirement of $10,000,000 in 3% deben- 1939-------- 
tures, which had also been held by Pru- po giahiaipieti 


dential, for payment of a $4,500,000 note 
held by Irving Trust Co. of New York, 


1940, to the Prudential Insurance Co.) and = 1936........ 
$2,039,525 in purchase money mortgages. 1937........ 


Significant Woolworth Statistics 


Avg. Mdse. Profit 
Earn. Netinc. Turnover. Margin 
PerSh. PerStore (Times) % 


CE TOR CEE CR TT OE $3.22 $9,620 6.82 8.4 
PE SOE OC Cee ICCC CE 3.36 9,580 6.46 8.1 


Gr eisra) a aisle drake sialor sae tre si eiea 3.42 9,725 6.56 7.8 
RCC DCC TORO CTL CURCT 2.95 7,945 7.01 6.8 
RECO CCL OCCU CLE COCCE 3.02 9,047 6.74 7.0 


PR ORT LC COCL 2.48 8,048 6.48 6.9 
Pewiiteg a edade cee aaa 2.69 9,537 5.42 8.8 





while the balance of the funds was utilized 
for financing the program of enlargement and improve- 
ment of stores. 

The working capital position of Woolworth at the 
close of last year’s business was strong. Current assets 
of $90,419,000 consisted of cash in the amount of $19,- 
591,000; and receivables, $1,263,000, with inventories 
making up the balance. Current liabilities of $29.756,- 
000, included tax reserves of $16,103,000. 

Among the company’s investments are nearly 53% of 
the “ordinary” shares of F. W. Woolworth & Co., Ltd. 
(total amount outstanding, 30,000,000 shares), which 
were carried in the Dec. 31, 1941, balance sheet at $40,- 
587,000. At current market quotations, the American 
Depositary Receipts representing the English “ordinary” 
shares, have an equivalent market value—based on the 
parent company holdings—of approximately $102,000.- 
000. In other words, the prevailing market value of these 
shares is about $61,500,000 in excess of stated book value, 
this sum being equal to about $6.35 per share on each of 
the outstanding 9,703,468 shares of capital stock of the 
parent organization. It will thus be seen that the actual 
book value of the shares of the American corporation was 
considerably in excess of the $21.38 per share reported 
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Sales volume for the full year 1942 will, in all likelihood, 
range well in excess of 1941 turnover. It is questionable, 
however, whether earnings results will be as favorable as 
those of 1941. Merchandise costs and wages are gen- 
erally higher, while tax increases have been severe. 

Despite the resourcefulness of the management in re- 
placing numerous items during 1942, it appears extremely 
doubtful that they can overcome, in 1943, the growing 
handicaps imposed by increasing shortages of merchan- 
dise. A constantly enlarging proportion of goods or- 
dinarily handled by Woolworth and the other variety 
chains is being affected by the diversion of operations 
of manufacturers of such goods to direct and indirect war 
production. This applies with especial force to mer- 
chandise which has been fabricated from metal. Metals 
of every description are vital to the manufacture of ar- 
mament, ships, tanks, planes, and countless other mili- 
tary equipment; consequently, the chain stores will be 
unable to procure their accustomed quantities of such 
goods, and it is conceivable that they may find their 
shelves entirely depleted of hundreds of metallic items, 
whose production for retail trade has been discontinued 
for the duration. (Please turn to page 257) 
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ART METAL WORKS, INC. 


6 Low=-Priced Stocks For Capital Building 


BARBER ASPHALT CORP. 





Price Range 


1939 1940 194) 1942 


Thousand Shares 











BUSINESS: Normal production of this company includes a wide va- 
riety of items such as ecclesiastical metal statuary, metal ornaments, 
toys, and novelties, many of which are patented and sold under the 
trade name “Ronson. Complete lines comprise more than 12,000 
items, among these being cigar lighters, lamps, chandeliers, toilet articles, 
desk sets, smokers sets, and special advertising novelties. Company's 
domestic plant is located at Newark, N. J. Wholly owned subsidiaries 
include Dominion Art Metal Works, Ltd., of Toronto, Ont., and the 
Ronson Products, Ltd., of London, England. Although few details are 
available, it is understood that war business in both Canada and the 
United States is increasing in volume. During the first world war, the 
company produced shell containers, cartridge cases, fuse plugs, and 
collar ornaments and insignia, among other war items. Sales offices 
are maintained in New York, Chicago and Los Angeles, and in 
Toronto, Ont., and London, England. 


FINANCIAL POSITION: Consolidated balance sheet as of Dec. 31, 
1941, (excluding the English subsidiary) showed current assets of $2,- 
042,000, including cash of $246,000 and marketable securities of $187,- 
000, while current liabilities were $858,000, including tax reserve of 
$677,000. There was no funded or floating debt, and the only capital 
liability was 218,891 shares of $5 capital stock. Net working capital at 
the end of 1941 was equal to about $5.40 per share of capital stock. 
Following suspensions in 1932 and 1933, dividends were resumed in 
1934, and have since been paid, in varying amount, in every succeeding 
year. Payments this year through Dec. 24, amount to $0.60 per share. 


OUTLOOK: With adequate supplies of substitutes available to replace 
materials which have been restricted to war use, normal business is 
expected to be fairly well maintained, while the volume originating from 
the war should keep over-all production at high levels. Post-war trade 
will be governed by fluctuations in consumer spending power. Products 
of the company enjoy an excellent reputation throughout the novelties 
trades, and the long-term outlook may therefore be regarded as gen- 
erally encouraging. 


MARKET ACTION: Art Metal Market Art Metal's moves in 
Works Average telation to average 

*40 high to '41 low... .. 5% advance OOOO haccecccacs 

‘41 low to '41 high... . 23% advance 23% EO eer emais 

‘41 high to '42 low...... 22% decline 97%, decline 19% narrower 

*42 low to '42 high....... 14% advance 33% advance 58% narrower 


Average volatility: 297% narrower on advance. Proportionate advance over past four 
months has slightly exceeded that of the industrial averages. 


COMMENT: Recent price—6. Although no interim reports have been 
made public, indications are that profit margins will be well maintained. 


Long-Term Record 


Gross Net 
Profit Income Net Per Divi- Price 
(millions) (millions) Share dends Range 
1934. . ye $ .667 $.201 $0.90 $0.25 454-11 
(. ae 959 -309 1.38 0.65 1234-31, 
| Ma 1,089 .346 1.55 1.20 1734-978 
eee 1.152 .315 1.41 1.05 1534-414 
ars 692 .021 0.09 0.80 9 5 
.. ae -845 -103 0.46 0.60 8 414 
| ee 1,298 .335 1.52 0.80 654-4 
.. eee 1.779 1.87 1.00 6%-5 
Re (a) (a) (a) *0.60 *6 -47%, 


(a)}—No interim report available. *—To date. 
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Price Range 






















































1939 1940 1941 


Thousand Shares 











BUSINESS: Primary business of this company is production of asphalt 
and manufacture of roofings, floors and related materials. In recent 
years, company has expanded its petroleum refining activities. Ap- 
proximately one-third of crude is obtained under royalty from a Vene- 
zuelan concession operated by Royal-Dutch Shell. In 1941, petroleum 
and its products accounted for 57.4% of dollar volume of sales. Late 
in October, 1942, authority was given company to engage in shipbuild- 
ing operations, and also for purchase of a tanker from the U. S. Mari- 
time Commission. The New Jersey Shipbuilding Corp., a wholly owned 
subsidiary, has been formed to build special types of vessels for the 
U. S. Navy, at the company's Perth Amboy, N. J., property. 


FINANCIAL POSITION: An unusually strong financial condition was 
exhibited by this company's balance sheet as of Dec. 31, 1941, (latest 


. available) with current assets of $6,447,000, including cash of $3,607,- 


000, comparing with current liabilities of only $983,000, the latter in- 
cluding $408,000 tax provision. Outstanding capital stock consisted of 
390,223 shares of $10 par, and there was no fixed or floating debt. Net 
working capital was equal to $14 per share at the close of 1941, or 
somewhat above prevailing market quotations for the capital stock. 
Dividend payments over the past decade have been irregular. No dis- 
tributions were made since 1940, when $0.50 per share was paid. 


OUTLOOK: Naval warfare has resulted in virtual cessation of asphalt 
and oil shipments from Caribbean Sea areas, resulting in closing of 
company's New Jersey oil refinery and two roofing plants. Revenues 
for the duration will come principally from shipbuilding operations. 
Narrow profit margins on such business may continue to restrict net 
income for near future. Following the end of the war, petroleum opera- 
tions should again be the largest source of income. Long term pros- 
pects can be considered satisfactory, although it is unlikely that rev- 
enues originating from the construction industry will be as important 
as they were in the years which preceded our entry into the second 
World War. 


MARKET ACTION: Barber Market Barber's moves in 

Asphalt Average telation to average 
‘40 high to ‘41 low....... 35% decline 23% decline 52% wider 
‘41 low to '41 high....... 18% advance 23% advance 22% narrower 
‘41 high to '42 low... 24% decline 91%, 


decline 11% narrower 
*42 low to '42 high....... 171% advance 33% advance 133% wider 


Average volatility on four moves: 21% ‘wider on deslines; 55% wider 01 advances 
than M. W.S. index. Percentage of market gain in past few months moderately surpasse 
the rise in the industrial stock averages. 

COMMENT: Recent price—II/>. Finances appear adequate to pro- 
vide for all current purposes. 


Long-Term Record 


Tot. Rev. Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends Ranse 

1934.. ; $ 8.084 d .297 d 0.77 ey 2314-12 
re 9.294 a3 0.40 0.25 22-1 1%, 

1936. 11.289 .445 1.14 0.75 3814-21 
| eS 13.815 A 1.91 1.00 433; 10% 
heehee: 13.702 4333 4085 |... 234-1 aif 
. a 12.882 544 1.40 0.25 2114-10% 
REESE 11.121 d.189 d0.48 0.50 16%- 8% 

.. aaa 13.290 -258 0.66 131%. 7 
1942 (9 mos. Sept.). NA d.196 | ile ¥12' 653 

1941 (9 mos. Sept.). NA 195 a rn ro eG 


NA—Not available. d—Deficit. *To date. 
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CAMPBELL, WYANT & CANNON FDRY. CO. 





Price Range 




















19 40 1941 
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BUSINESS: This company is an important manufacturer of motor blocks 
for passenger automobiles, trucks and tractors, and also makes automo- 
bile brake drums which are sold under the trade mark “Centrifuse." 
In recent years, company has greatly expanded its steel foundry capac- 
ity, thus aiding in handling large volume of war contracts. Latter in- 
clude parts for aircraft, marine, tank, combat and other engines. Such 
products embrace cast cylinder liners, camshafts, crankshafts, etc., 
made from processed alloys. Cast steel treads are also being made 
for British tanks. Plants of the company, which are located at Muskegon, 
Mich., have equipment capable of producing 150,000 tons or more of 
finished motor castings per annum. Plant at South Haven, Mich., is 
operated as National Motor Castings Division. Company and _ its 
licensee, Motor Wheel Corp. of Lansing, have jointly licensed Kelsey- 
Hayes Wheel Co. of Detroit to manutacture and sell brake drums with 
fused iron linings under company's brake drum patents. 


FINANCIAL POSITION: Despite heavy tax provisions ($1,671,000), 
balance sheet as of Sept. 30, 1942, exhibited a very satisfactory cur- 
rent position with current assets of $5,335,000, including cash and U. S. 
Govt. securities of $1,838,000, compared with current liabilities of $2,- 
477,000. No floating or fixed debt was outstanding, and capital stock 
was represented by 344,925 shares of no-par value. Dividends were 
resumed in 1935, and have since been continued annually. With pay- 
ment of $0.50 scheduled for Dec. 12, dividends for 1942 total $1.25. 


OUTLOOK: Replacements and additions, as well as research and de- 
velopment activities, have contributed toward improved operating ef- 
ficiency. Volume of war business, both for American and British manu- 
facturers, should continue high for the duration. Operation of govern- 
ment-owned steel foundry will also be productive of revenues. Net 
income for 1942 may surpass 1941 results, notwithstanding higher taxes. 
Dividends will probably be continued on basis approximating recent 
payments. Large potential post-war demand for motor vehicles should 
provide offset to shrinkage of war business. 


MARKET ACTION: Campbell Market Campbell's moves in 
Ww. aC. Average relation to average 

‘40 high to °41 low....... 49% decline 23% decline 113% wider 

‘41 low to '41 high....... 9% advance 23% advance 61% narrower 

‘41 high to '42 low... ... . 14% advance iy ne 

‘42 low to '42 high... ... . 18% advance 33% advance 45% narrower 





Average volatility: 53% narrower on advances, than M. W.S. index. Since mid-July, 
the ratio of market advance has been greater than in the case of the industrial stock averages. 


COMMENT: Recent price—I6. Increased productive capacity be- 
lieved to be fully utilized at present. Excellent trade position indicates 
full participation in peace-time automotive production. 


Long-Term Record 


Gross Net 
Profit Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
1935. $ 1.606 654 1.90 0.65 3334- 7% 
1936. 2.056 1.045 3.04 720 4014-30 
LS a 2.116 -906 2.62 1.25 3734-10 
1938... 621 d.112 d0.33 0.25 2014- 8% 
1939..... 1.164 321 0.93 0.20 1734- 9g 
— 1.600 589 1.71 1.15 191-11 
ae F 2.9716 .818 2.37 1.60 1474- 9% 
1942 (9 mos. Sept.) 6.570 1.126 3.26 "4.25 *1634-11% 
1941 (9 mos. Sept.). 1.701 538 1.56 
d—Deficit. *—To date. 
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FIRESTONE TIRE & RUBBER CO. 





Price Range 
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BUSINESS: Firestone ranks among the four foremost rubber fabrica- 
tors, with about two-thirds of normal sales being derived from tires and 
tubes, and the remainder from a wide range of automobile accessories 
and mechanical rubber goods, as well as from a variety of plastic items. 
According to latest advices, the company's second synthetic rubber 
producing unit was scheduled soon to begin operations, the first such 
unit having begun production in April, 1942. Company's output con- 
sists almost entirely of war work, items including anti-aircraft gun car- 
riages, machine guns, bullet-sealing fue! and oil tanks, among many 
others. Barrage balloon output has increased over 600% since the 
beginning of 1942. Company and subsidiaries own and operate 14 
manufacturing plants in the United States and 10 in foreign countries. 
Principal domestic manufacture is centered in Akron, Ohio. 


FINANCIAL POSITION: As of Oct. 31, 1941, (date of latest pub- 
lished balance sheet) there were outstanding $50,000,000 of 3% deben- 
tures, due in 1961; 465,934 shares of 6% cumulative preferred of $100 
par (callable at 105), and 1,937,026 shares of $10 par common. Finan- 
cial condition was satisfactory, with current assets of $134,837,000, in- 
cluding cash of $13,400,000 and inventories of $74,264,000, compared 
with current liabilities of $45,520,000, latter including tax provision in 
the amount of $20,846,000. Dividends on the common have been paid 
in every year since 1924. Disbursements this year through October 20, 
total $1.00 per share. ‘ 


OUTLOOK: Military production assures virtual capacity operations for 
the duration. Despite higher taxes, it is probable that profits after all 
charges will continue to make favorable comparison with those of pre- 
ceding corresponding periods. Synthetic rubber development offers 
excellent possibilities not only in connection with wartime activities, 
but also in the years following the termination of hostilities. Dividends 
will probably be maintained on existing basis with occasional extra 
disbursements likely. 


MARKET ACTION: Firestone Market Firestone’s moves in 

é Tire Average telation to average 
‘40 high to °41 low. 4% decline 23% decline 83% narrower 
‘41 low to '41 high.. 16% advance 23% advance 30% narrower 
‘41 high to '42 low. 21% decline 27% decline 22% narrower 
'42 low to '42 high. 36% advance 33% advance 9% wider 





Average volatility: 53°% narrower on decli 11% ower on advances, than M. 
W. S. index. Market recovery in recent months has been well ahead of that of the in- 
dustrial stock averages. 


COMMENT: Recent price—I9. Finances seem ample for all prospec- 
tive needs without further extensive bank borrowings. 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Sh. (com.) dends (a) Range 
1934. $99.130 $4.155 $0.71 $0.40 2514-13% 
1935 121.671 5.649 1.53 0.40 2514-131 
1936. 135.702 9.143 3.28 1.40 36%4-24% 
1937 156.823 9.269 3.33 2.00 41 Pp-16%5 
1938 141.883 5.258 1.27 1.25 2674-1614 
1939. 160.119 6.722 2.03 1.00 2514-17% 
1940. 187.209 8.653 3.02 1.25 2134-1214 
1941.... 268.092 11.262 4.37 1.50 1814-1214 
1942 (6 mos. April) NA 5.193 1.97 *1.00 *2014-13% 
1941 (6 mos. April) NA 4.189 1.75 


#—Fiscal year ended Oct. 31. (a)—Paid in calendar year. * —Te date. NA -Not 
available. 
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JARVIS (W. B.) CO. 


RUSTLESS IRON & STEEL CORP. 








Price Range 
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BUSINESS: In peace-time, this concern manufactures a wide line of 
automobile hardware, including, among other items, handles for window 
regulators, robe rails, dome lights, truck hardware, and ornamental 
equipment for cars. Following the conversion to war work (reported to 
have cost about $225,000), company is understood to be making tank 
parts and mess kits for the Army, among other items. Hardware for 
electric refrigerators, office equipment and plumbing fixtures is also 
manufactured. Plants of the company are situated at Grand Rapids, 
Mich. Productive facilities have been materially enlarged in the past 
six years. Among the company's principal peace-time customers are 
the Chrysler, Ford, Hudson, Nash, Packard, Cadillac and Checker 
Cab Motor companies; also such large industrial organizations as 
American Radiator, Standard Sanitary Corporation, and Crane Co. 


FINANCIAL POSITION: June 30, 1942, balance sheet shows a strong 
financial status, with current assets of $1,996,000, including cash and 
Government securities of $1,761,000, and inventories of only $109,000, 
comparing with current liabilities of $345,000, of which Federal income 
tax provision comprised $200,000. Net working capital of $1,650,000 
was equal to over 60% of gross assets. Prior to 1935, the capital stock 
(the sole equity issue) was closely held. In that year, the outstanding 
7,870 shares of old no-par common were exchanged for 150,000 shares 
of new $1 par capital stock. Dividends have been paid annually in 
ensuing years. There were 300,000 shares of $1 par value outstanding 
on June 30, 1942. 1942 payments amount to $0.30 through Oct. 26. 


OUTLOOK: Orders of military origin will continue to dominate opera- 
tions of this company for the duration. A recently acquired parts mak- 
ing concern is also adding to total output. Expansion in proportion of 
non-automotive products will provide greater diversification to activi- 
ties in the peace years. Some recovery in earnings is anticipated in 
the current fiscal year. Dividend payments will probably continue to 
be made at irregular intervals. 


MARKET ACTION: Jarvis Moat : yen er moves 
C] t 
"40 high to,"41 low.. 28%; “decline 33/) decline 7" "98% wider 
low to * | advance advanc: 
‘41 high to '49 low... 43% decline 27% decline 59% wider 


‘42 low to ‘42 high... .. 69% advance 33% advance 109% wider 

Average volatility on four moves: 41% wider on declines; 13% wider on advances 
than M. W. S. index. Price advance in recent months has been substantially in excess of 
that of the industrial stock averages. 
COMMENT: Recent price—I0. Recent strength in stock is in reflec- 
tion of prospective earnings recovery in later months of present fiscal 
year. 

Long-Term Record 


Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends (a) Range 
| ae $.388 $2.59 ER ORES 

_.. Sa $3.740 .486 1.62 1.19 13.91 
EER 4.537 .729 2.43 1.44 1a%ete 
RY 2.295 411 1.37 0.75 1314-534 

Ae 3.692 .623 2.08 1.50 18 -9 

| are 304 518 1.73 1.621 17 9 
Hi 6.778 950 3.17 1.12% 14 -51%4 
ae 3.074 .380 1.26 *0.30 *1034-55/g 
1942 (3 mos. Sept.) NA .130 0.43 ck ok’ om dee eee 
1941 (3 mos. Sept.). NA -161 MS "4 Neer pe yo) eee ok 


NA—Notavailable. ¢—6 mos, ended Dec. 31. (a)—Paid in calender veer. (b)—Fi 
cal year ended June 30. *—To date. er ar EE a a a 


Hhumbnal Stock Appruatoal 














Price Range 








| | 
1940 194) 1942 | 


—_{_ —_—_——_———————— | 


BUSINESS: Company produces chrome-iron and chrome-nickel-iron 
alloys, known as stainless or rustless steels. These are made in the 
form of ingots, billets, slabs and sheet bars, which are sold to converting 
mills for further processing. Plant of the company is located at Balti- 
more, Md. Domestic chrome ore supplies are believed adequate. Prin- 
cipal customer is American Rolling Mill Co., which owns over 48% of 
the common and 19% of the preferred of Rustless. All of the com- 
pany's production is now utilized in some phase of war work. 


FINANCIAL POSITION: Balance sheet as of Sept. 30, 1942, shows 
current assets of $10,755,000, which included cash of $4,461,000, while 
current liabilities amounted to $6,102,000, including Federal income 
tax reserve (net) of $4,057,000. Outstanding funded debt consists of 
$2,250,000 of debenture 3!/4s, due 1956. There are outstanding 36,512 
shares of $2.50 cumulative preferred stock of no-par value (conver- 
tible into 1'/ common shares through Feb. 28, 1943), and 926,209 
shares of $1 par common stock. Including an extra of $0.15 paid Dec. 
1, dividends on the common stock thus far in 1942 total $0.75 per share. 
The company has also negotiated bank loans of $300,000, at the rate 
of 2'/44%, due $150,000 each, Oct. 1, 1943 and 1944. An emergency 
plant bank loan of $663,633 is payable by the Government in sixty 
monthly payments. Finances of the company are therefore considered 
to be adequate for all war-time requirements. 


OUTLOOK: Demand for stainless steel, which is essential to armament 
production will assure capacity operations for this organization through- 
out the war. Sales are rapidly increasing, and it is estimated that the 
1942 volume of sales may be three times that of 1940. Stocks on hand 
of stainless steel scrap are considered sufficient for operations. Despite 
heavy tax increases, maintenance of recent earnings improvement is 
probable. Post-war outlook is excellent, with constantly broadening 
utilization of stainless steel foreseen. Dividends will probably be con- 
tinued at prevailing $0.60 annual rate, with occasional extras. 























Thousand Shares 
' 
oO Ww 











MARKET ACTION: Rustless Market Rustless’ moves 
Iron Average in relation to avge 

*40 high to '41 low...... 27% decline 23% decline 17% wider 

‘41 low to '41 high....... 17% advance 23% advance 26% narrower 

‘41 high to '42 low... 38% decline 21% decline 


MY, 

‘42 low to '42 high....... 66% advance 33% advance 100% wider 

Average volatility on four moves: 29% wider on declines; 37% wider on advances- 
than M. W. S. index. Advance in stock over recent months has been far in excess of re- 
covery in industrial stock averages. 
COMMENT: Recent price—I2. Although keen competition for stain- 
less steels will ensue after the war, company's strong trade position 
should assure full participation in this business. 


Long-Term Record 





NetSales Netincome Net Per Divi- Price 
Year (millions) (millions) Sh. (Com.) dends Range 
| RSE 819 $d.023 $d0.03 Bran s.  (l jacamenrccal 
.. jaa 1.675 -166 0.23 “es 4 -3' 
I sip sresereiews'ote 2.647 .351 0.43 ane 13%-3 
eee 4.193 -713 0.77 ‘ae 1734-5 
eS eer 2.292 .081 d0.01 eis 12%-5 
ere 6.388 1.091 1.13 0.25 15%-7 
| een 11.584 1.276 1.28 0.60 1512-8 
| SSE 25.625 2.335 2.42 0.60 1434-8 
1942 (9 mos. Sept.). 23.666 1.887 1.96 *0.75 *4334-7 
1941 (9 mos. Sept.). 18.148 1.710 1.77 : 
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*—To date including extras. 
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CONCLUSIONS 


INDUSTRY—Nine-months' profits off only 5%,. Rehabilitation of war 
ravished countries and release of pent up domestic demand as- 
sure post-war prosperity after brief transition period. 


TRADE—Holiday retail sales promise to top last year's record. 


COMMODITIES—Prices continue upward. Dow Jones Index rose 


to best level since mid-July last week. 


MONEY AND CREDIT— Banking authorities relax regulations to en- 
courage purchase of U. S. securities. Foreign Government 


bonds soar to new war-time heights. 


Per capita business activity has risen over a point since our last 
issue; though electric power output and steel ingot production show 
somewhat less than normal seasonal improvement. Average for 
November was about 117.6, compared with 117.3 in October and 
116.0 for November, 1941. Without compensation for population 
growth, this publication's index of business activity rose during No- 
vember to 143% of the 1923-5 average, from 142 in October, and 
showed a gain of 4.7% over November of last year. According to 
the Federal Reserve Board, well over 50% of our industrial pro- 
duction is now for war purposes, with only 20% of durable goods 
output earmarked for civilian needs. Output of non-durables still re- 
mains a little higher than a year ago; but even here a large slice is 
going to our armed forces and for lease-lend aid. 

* * * 


With expansion of plant and equipment for war needs nearing com- 
pletion, and with our part in the war shifting from defensive prepara- 
tion to active participation, industrial activities will soon enter upon 
a new phase involving many readjustments. As construction tapers 
off, building workers and steei will be released for other urgent needs. 
Steel—except alloys—will soon be in somewhat better supply for 
repair work and other imperative needs, such as railroad equip- 
ment. Smaller machine tool plants, started during the war, are 
being warned to change over within the next six months to other war 
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Busi 
usiness and Industry 
Latest Previous Last 
Date Month Month Year PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION(a)| Oct. 188 185 164 ( dt 243) 
Continued from page 
INDEX OF PRODUCTION AND F ‘tl b 
TRADE (b)................... Oct. 191 120 110 products; since next year there will not 4 e 
PIII: «5. chon 0ddsmnnact Oct 130 129 116 enough new orders to keep all plants busy. c- 
Durable Goods............... Oct. 153 148 195 cumulation of large reserves is necessitating a 
Non-durable Goods. .......... Oct. 113 113 111 sharp cut in production of amunition “~ _— 
Primary Distribution............ Oct. 138 135 116 ordnance items to permit diversion of critica 
Distribution to Consumers....... Oct. 89 89 94 materials for increased output of planes and 
Miscellaneous Services......... Oct. 127 128 103 ships. or 
WHOLESALE PRICES ae Nov. 100.1 99.7 92.3 Recent weakness in war stocks, with accompany- 
ing strength in peace stocks—together with the 
| COST OF LIVING (d) ri in ns for foreign government bonds 
nae, aE eed Oct. 99.5 98.6 91.9 to new war-time highs—indicate that investors, 
| Food. Rios Sits ores eix'ane aie Ohis Bes Oct. 105.4 102.8 90.7 though probably over-optimistic as to the war's 
RSS RIE me hos Oct. 90.8 90.8 89.2 duration, entertain no doubts as to its ultimate 
ESE ie Oct. 88.5 88.4 78.3 outcome. Among numerous current conjectures as 
ma taba an SE Oct. 90.5 90.5 90.0 to the post-war outlook a few appear to be suf- 
undries Pete e eee ec ee csecceees Oct. 104.8 104.7 101.2 ficiently well grounded to merit mention at this 
Purchasing Value of Dollar...... Oct. 100.5 101.4 108.8 time. Post-war rehabilitation of war ravished 
countries will create a tremendous demand for 
NATIONAL INCOME (cm)t....| Sept. $10,128 9,157 8,280 our —- — —— and ~~ 
i neering talent. is, along with release o e 
| CASH FARM INCOME} pent up domestic need for goods that were scarce 
Farm Marketing Pe eee ls voce Vx Sept. $1,707 1,412 1,286 during the war, will assure post-war prosperity 
| Including Gov't Payments....... Sept. 1,734 1,435 1,314 for a number of years, after a relatively brief 
Prices Received by Farmers (ee)..| Sept. 160 161 136 dip while plants are being changed back and 
| Prices Paid by Farmers (ee)...... Sept. 152 152 138 surplus inventories in certain lines are being ab- 
Ratio Prices Received to Prices sorbed. To expedite resumption of peace time 
oe. ee Ie Sept. 107 107 102 production for civilian needs most heavy goods 
| industries, of which the automobile is typical, 
FACTORY EMPLOYMENT (f) will begin where they left off, postponing for 
Durable Goods............... Sept. 167.2 165.7 141.3 some future date the introduction of radically 
| Non-durable Goods. .......... Sept. 123.8 125.2 123.8 new models. 
* * * 
| FACTORY PAYROLLS (f)..... Sept. 220.5 214.7 162.6 Profits for nine months, as reported by 390 
| RETAI corporations with common stock listed on the 
ie ic 7" . ™ New York Stock Exchange, averaged 16.3% 
Durable Goods (a) oman: — 94 > ee pe lower than for the like period last year. The Com- 
| Non-durable Goods (a) a ee shy n> cae pa ot merce Department estimates, however, that net 
| Chain Store Sales (g)............. a. ‘ 181 183 1 146 profits of all domestic corporations after taxes, 
Retail Prices (s) as of.............. Oct. 113.4 113.1 106.2 but before reserves for contingencies (disallowed 
(co ee [owe error eect oe : ‘ ; ‘ by the Treasury), totaled $4.9 billion—a decrease 
of only 5%. Groups showing increases were: 
FOREIGN TRADE agriculture, 50% SS ae grmergs = = 
| Merchandise E vies portation equipment, oi retail rade, foi 
Ede cece ac Sees 04 ao $712 a construction, 32% transportation, 35%; com- 
Sey aaa Pe . eg ee ’ munications, 7%; finance, 0.3%; and service, 
| Merchandise Importst.......... Oct 223 199 292 “i 
| Cumulative Year's total? t O : 9181 260 23%. Groups showing decreases were: Mining, 
| 4 9 late o. pre)! Pease 007 7%; food, beverages and tobacco, 5%; textiles 
d leather, 35%; lumber and its products, 27%; 
| RAILROAD EARNINGS 0 She heed igg 
| ot t hing, 39%; chem- 
| Total Operating Revenues*..... Sept. $697,792 683,806 488,978 a bid gee: eg a wid ne 
Total Operating Expenditures*..| Sept 399,705 399,992 312.988 | cles 40%: | pei gage 4 
| at P Fs ept. ’ ' ’ glass, 40%; iron and steel, 27%; non-ferrous 
} — ar ns eek tt ee ees — Sept. 127,258 132,893 61,147 metals, 15%; machinery (except electrical), 14%; 
| ~ = eg Income*...| Sept. 154,631 135,264 104,357 automobiles and equipment, 23%; rubber, 23%; 
| perating Ratio %............ Sept. 57.28 58.39 63.87 wholesale trade, 26%; power and gas, 19%. 
| STEEL * * * 
| Ingot Production in tons*....... Oct. 7,584 7,067 1,236 Commerce Department points out that part of 
Year's Total Production*® to..... Oct. 71,603 64,019 68,725 the 8.6% decline in dividends paid during the 
Shipments, U. S. Steel in tons*..! Oct. 1,787 1,703 1,851 first nine months, compared with the like period 
| in 1941, is attributable to heavier payments last 
GENERAL year of arrearages on preferred stock. 
Paperboard, new orders (st)....... Sept. 444,131 423,399 542,792 
Lumber Productiont (bd. ft.)...... Sept. 2,751 2,902 2,943 Dis: 
Cigaret | ee Oct. 23,096 21,798 19,633 The U. S. Census Bureau estimates that state 
Bituminous Coal Production* (tons).| Oct. 51,065 48,760 51,328 collections of personal income taxes this year 
Portland Cement Shipments* (bbls.).| Oct. 20,344 20,145 17,833 will be 40% ahead of 1941 which, in turn, were 
Commercial Failures (c)........... Oct. 673 556 809 13% over 1940. Next year's collections from this 
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Latest Previ Y 
Date Week Week i PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100...... Nov. 21 497.1 107.1 115.9 source should be even larger, but are expected 
to level off in 1944, betause War production 
=a OUTPUT — or 3.795 3.339 may reach its maximum next year. 
. . Oe a . ’ ’ ‘ 
* * & 
TRANSPORTATION 
Carloadings, MEE aoe coe sev Kielce Nov. 28 743,533 836,427 866,180 Holding that U. S. Government securities are 
STC RES aOn eee eee Nov. 28 39,078 45,690 40,902 the soundest of investments, supervisory author- 
~ +P sacs Saher er sere 08 eee wr sess _ = —— ym ay ities, in order to encourage pg acquire 
Ores Frocucts......... eoecescee ov. D ’ 1 h rities, will disregard the rule requiring 
Manufacturing & Miscellaneous....| Nov. 28 357,293 396,989 385,605 | 2 io.to-1 ratio between deposits and capital and 
ee ee eee Nov. 28 81,807 91,541 152,503 will pose no other deterrents in examination or 
STEEL PRICES supervisory policy. 
Pig Iron $ per ton (m)............ Dec. 7 23.61 23.61 23.61 * * & 
Scrap $ per ton (m)............-. Dec. 7 19.17 19.17 19.17 
Finished c per Ib. (m)............ Dec. 7 2.305 2.305 2.305 Department store sales in the week ended 
Nov. 21, due largely to an earlier Thanksgiving 
“2 a sen D 3 99.5 99.5 97.0 last year, were 30%, above the like period in 
ee ee eee eS s+ « iin : ‘ ‘ 1941, compared with gains of only 19% for four 
ks and 11% for the year to date. Commerce 
PETROLEUM — ne 295; . 
Average Daily Production bbls.*..| Nov. 28 3,878 3,912 4,086 er igor estimates thet the nation’s conan 
. sales in the final four months of 1942 will top 
Crude Runs to Stills Avge. bbls.*..| Nov. 28 3,736 3,722 4,145 : a of: F 
: the like period last year by 6% in dollar total; 
Total Gasoline Stocks bbls.*...... Nov.28 78,854 78,583 86,889 ; aa Ae te ln Sasha 
Fuel Oil Stocks bbls. * Nov.28 77,796 77,012 94,817 | but will decline 4% in physical volume. Includ- 
i Seige ; : ’ ; ing lease-lend, but excluding shipments for our 
Crude—Mid-Cont. $ per bbl...... Dec. 7 1.17 1.17 1.17 : . : 
: Armed Forces overseas (which were included in 
Crude Pennsylvania $ per bbl... .. Dec. 7 2.55 2.55 2.23 
Gasoline—Refinery $ per gal Dec. 7 9.092 0.117 0.85 World War | foreign trade figures), our excess 
+ ti ccovdcscapiladabaln i E ; j exports for ten months this year have amounted to 
ENGINEERING CONSTRUC- $4 billion, against only $1.3 billion for the like 
TION period last year. 
Volume (en) s2s6cnsis ness s Dec. 3 $103,143 65,929 93,488 








t—Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated 
leug term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
(e)—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (en)—Engineering News-Record. (f)—1923-25—100. 
(h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (m)—lIron Age. (n)—1926—100. (n. i. ¢. b.)}—Nat. Ind. Conf. Bd. 
1935-39—100. (p)—Polk estimates. (pc)—Per Cent of capacity. (pl)—Preliminary. (s)—Fairchild Index, Dec., 1930—100. (st)—short 
tons. 
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1942 Indexes 1942 Indexes 
No. of — (Nov. 14, 1936, Cl—100) High Low Nov. 28 Dee. 5 
Issues (1925 Close—100) High Low Nov. 28 Dec. 5 100 HIGH PRICED STOCKS... 53.35 43.20 50.85 50.95 
270 COMBINED AVERAGE.. 55.3 41.4 52.8 52.3 100 LOW PRICED STOCKS.... 44.60 31.66 42.50 41.67 
= 3 Liquor (1932 Cl.—100).... 194.3 137.5 190.0 191.1 
3 Agricultural Implements.... 93.9 72.7 90.3 93.9A 8 Machinery: «2. 26.0562.. 83.8 67.9 177.7. 77.5 
9 Aircraft (1927 Cl—100)... 172.6 123.8 132.2 130.4 2 Kasil Olas... 2-2 oe es 63.2 45.2 63.2A 61.5 
4 Air Lines (1934 Cl—100). 350.5 178.4 350.0 350.5B 4 Meat Packing............. 46.0 29.5 35.9 36.0 
5 Amusements: «600305500. 41.3. 270 39.9 41.0 9 Metals, non-Ferrous........ 131.7 100.0 108.2 104.6 
13 Automobile Accessories... 89.2 70.4 83.9 80.6 SURIGE TS oo ase otra aa: 44.3 8.8 9.0 8.9 
13 Automoviles <5 cc scices 11.1 BA 99 10.0 CCUG CU, eee eee eee 84.2 59.8 81.1 81.4 
3 Baking (1926 Cl._—100).... 8.1 5.0 7.6 to 16 Public Utilities............ 23:7 137 Dia S63 
3 Business Machines......... 122.5 81.7 119.5 120.2 3 Radio (1927 Cl—100).... 41.3 59 109 10.5 
2 Bus Lines (1926 Cl—100).. 646 38.2 55.4 59.0 7 Railroad Equipment........ 37.9 286 31.3 31.5 
Gi Ghemicals:...isscccte oad. 156.3 126.3 150.2 148.4 WG WairGals 5.5 Sane ween sete 11.0 7.6 9.7 9.8 
14 Construction.............. 23.2 164 23.2A 22.3 On eA 6 ecko es ress 2.3 ta 45 5 
BS Containers. x00. occ ees 173.5 138.4 172.5 170.6 2 Shipbuilding.............. 112.0 80.0 80.0b 81.5 
8 Copper & Brass............ 75.1 586 641 64.2 42 Steel & lron’. ........ cece. 65.0 531 568 56.4 
2 Dairy Products............ 30.1 23.0 2685. 29 Re 40.1 26.5 31.4 306 
6 Department Stores......... 16.3 124 15.3 45.2 SNA aio, s occ eos erste: 183.0 137.5 173.0 1760 
6 Drugs & Toilet Articles... .. S20 Skt S12 50:5 3 Telephone & Telegraph..... 681 306 68.1E 60.5 
2 Finance Companies........ 167.3 99.5 165.5 167.3A LC See 348 244 330 33.6 
TP ROGCIEIANOES oie cic.6. 6 seb ha 82.8 60.6 82.8A 82.0 3 Tires & Rubber............ 15.5 71? #453. 95:5 
DO EGodisOles= cosine es a 43.7 32.2 38.2 39.0 MANGUBGEES 6255 355.5 o.diel fess 55.3 407 50.0 49.0 
UST ET eee One 32.9 23:7 32.0 SBA S Variety Stores: : .. 2... 187.2 1477 180.4 180.6 
9 Gold’ Mining. i 2... ec. 631.7 315.4 SI4.4 551.7 19 Unclassified (1941 C1—100) 128.6 998 128.6A124.6 
6 Investment Trusts.......... 299 138 920.4 91.1 




















New HIGHS since: A—1941; B—1940; E—1937. b—New LOW since 1940. 
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Commodity prices continue to follow an irregular pattern. 
No future trends as to either prices or market volume are at 
wegen within the realm of prediction. The trading pace 

as definitely slackened as operators turned to Washington 
for coming market clues. On one day, profit taking causes 
the grain market to move lower. On another, light short 
covering and mill buying causes prices to rebound with final 
values showing little change. Cotton has benefitted from 
the House passage of the Pace Bill to permit the inclusion 


Trend of Commodities 









of labor costs in the calculation of farm parity prices, and 
resulted in a fourth advance in cotton futures on December 
3. Rye has been suffering a decline in price, due partially 
to profit taking, and largely to a present slow demand for 
this grain. Cash corn prices are approaching the loan level 
and a feeling prevails that country marketings will increase. 
In the metal markets there has recently been a good demand 
for lead for December delivery. In the zinc industry De- 
cember allocation presentations are coming through rapidly. 
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WHOLESALE COMMODITY PRICES 
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FINISHEO PRODUCTS 
USBL INDEX 
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RAW MATERIAL PRICES 
MWS INDEX 





































Dec. 4 Nov. 27 


28 Basic Commodities ........ 170.4 170.1 
Import Commodities ......... 162.3 162.0 


Domestic Commodities ....... 175.9 175.6 





U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1929, equal 100 


Dec. 4 Nov. 27 


Domestic Agricultural ........ 188.1 187.1 
WORIBNMIND 555 51055 6 o:0's)010:016 410 1010's 193.0 192.5 


Raw Industrial ........ccecece 155.1 154.9 











Commodity Briefs 














Wheat. Not much market attention has been paid to the 
current increase in wheat loans. The volume expanded by 12 
million bushels during the week ended Nov. 21. As of that 
date the C.C.C. had completed 452,157 loans on 325,019,037 
bushels of 1942 wheat in the amount of $367,368,171. The 
average amount advanced was $1.13 per bushel. On the same 
date last year 473,488 loans had been completed, on 318,806,387 
bushels. The actual figures of current loans are believed to 
be near 400 million bushels because of the inevitable time lag 
between negotiation of the loans and compilation of the reports 
made public. 

Leather. The existing shipping shortage and a marked 
scarcity of skilled workers in the tanning industry are reported 
to be responsible for current leather output being below the 
1941 level. The 1942 cattle hide supply is now estimated at 12 
per cent below a year ago. The Federal Reserve Board's un- 
adjusted index of leather production stood at 113 in October 
compared with 112 in September and 127 in 1941. 

Sugar. The eastern sugar situation is now definitely rated 
as favorable. Demand in this section of the country for refined 
sugar is reported slow. On the other hand raw sugar arrivals are 
holding up fairly well. As a result refiners are continuing to 
build up a modest stock pile. This trend is now expected to 


























continue for the rest of the year barring new large government 
orders for military and lease-lend deliveries. While it is yet far 
too early to anticipate the next domestic sugar quota allotments 
for the period starting Dec. 16, trade quarters confidently lean 
to the view that the present rate of allotments will continue in- 
cluding the half pound per person and the 70 per cent of normal 
for industrial users. 

Butter. The situation regarding this probably next rationed 
food product, continues unfavorable. Weekly production of 
butter in October ranged from | to 5 per cent below a year 
earlier. In some instances distributors are now finding it 
difficult to supply their regular customers. However, no general 
butter shortage has developed as yet. The demand for butter 
still is at a high level. The commercial out-of-storage move- 
ment of the product in October was 40 million pounds, com- 
pared with 19 million pounds in 1941. Also commercial stocks 
of butter on Nov. | were 83 million pounds, compared with 
182 million pounds a year earlier, and a five-year average of 
103 million pounds. 

Silver. The Senate Banking Committee has given formal 
approval to a bill permitting the sale or lease of unpledged 
government silver for consumptive uses in industry “in further- 
ance of the war effort." 
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The Personal Service Department of THe Macazine or WaA.LL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





United Carbon Company 


How is United Carbon increasing its earn- 
ings when its biggest customer under normal 
conditions, the tire and rubber industry, is so 
curtailed? By how much will synthetic rub- 
ber production be increased in 1943? I notice 
that natural gas production is increasing in 
importance—but has it surpassed carbon 
black as the company’s big profit producers? 
Will rising trend in natural gas prices con- 
tinue? Is the company improving its inven- 
tory position? Will the $3 dividend be main- 
tained this year and in 1948? Is the financial 
structure getting stronger or weaker? Because 
your comment on United Carbon was favor- 
able in your July 25 edition I bought 100 
shares at 45. It has advanced to 5334 at this 
writing. Because you are responsible for this 
20% profit, I want you to guide me further 
now as to whether to take profits or buy 
more?—R. S. C., Pittsburgh, Pa. 


United Carbon Co. and _ subsid- 
iaries, in a report for the nine months 
ended September 30, 1942, show a 
net of $1,285,842 after depreciation 
and depletion, minority interest, 
Federal income and excess profits 
taxes, etc. equal to $3.23 a share on 
397,995 shares of capital stock. This 
compares with a net profit of $1,214,- 
561 or $3.05 a share for the nine 
months ended September 30, 1941. 
Provision for Federal income taxes 
for the first nine months of 1942 
amounted to $636,000 and excess 
profits taxes aggregated $550,000 
against $575,000 and $310,000 re- 
spectively, in the first nine months 
of 1941. Current assets of Septem- 
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ber 30, 1942, including $1,722,000 
cash, amounted to $4,752,200 and 
current liabilities were $985,706. This 
compares with cash of $1,207,214. 
current assets of $3,665,427 and cur- 
rent liabilities of $1,274,841 on Sep- 
tember 30, 1941. From this it would 
seem that the ratio of current assets 
to current liabilities is improving. 
The best year, using this important 
balance sheet formula, was 1938, at 
the close of which the ratio was 4.9 
to 1, declining therefrom to 1.72 at 
the close of 1941. This decline in 
ratio was caused by increased taxes 
and the reserve for taxes. But, the 
latest balance sheet indicates that 
this difficulty is being overcome. The 
turnover of inventory feature of the 
company’s balance sheet, that is to 
say, the ratio of inventory to sales 
stood at 11.22 in 1939, declining to 
7.72 at the end of 1941. The two 
indexes tend to be similar in their 
trend. As turnover of inventory de- 
clines other effects appear in the bal- 
ance sheet and usually a declining 
percentage of cash to Current assets 
makes its appearance. Latest bal- 


ance sheet eliminates any worry on 
this score as the margin of profit has 
been holding up well, the cost of 
sales having declined steadily from 
66 per cent in 1939 to below 50 per 
cent in 1941, and must perforce be 
still lower on the nine months state- 
ment in view of results of improved 
earnings over last year. 

The company experienced record 
sales in 1941 with their total 3414 
per cent above 1940. Net profits as 
a consequence of the improved vol- 
ume were up 28 per cent. The heav- 
ier demand from the rubber com- 
panies accounted for the major por- 
tion of the larger volume of carbon 
black sold to the domestic market 
in 1941 aggregating 22 per cent. Ex- 
ports were down 24 per cent in 1941 
as against 1940. The president re- 
ported “Although the sales of carbon 
black in the domestic market reflects 
an improvement in the price struc- 
ture over depressed levels of the past 
several years, price adjustments 
which took place in 1941 failed to 
meet the further increase in cost of 
labor, supplies, taxes and other ex- 
penses. Asa result therefore and be- 
cause of reduced revenue from export 
sales the OPA authorized an in- 
crease in price, amounting to slightly 
less than 5 per cent, on shipments 
beginning January 1, 1942. Restric- 
tions on the use of crude rubber for 
tire manufacture are temporarily 
reducing consumption of carbon 
black. However, since synthetic 
rubber also depends to practically an 
equal degree on carbon black for re- 
inforcement, new supplies of this 
material may help demand for car- 
bon black. Our research department 
has been working closely with manu- 
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facturers of synthetic rubber on the 
adaptability of carbon black in syn- 
thetic products.” 


Industrial activity for war pur- 
poses accelerated the demand for na- 
tural gas and was responsible for a 
gain of 19 per cent to $4,697,741 as 
compared with 1940. The company 
augmented its gas supply for sale to 
pipe line companies by the drilling 
and purchase of 37 producing wells 
in West Virginia, 22 in Kentucky and 
2 in Louisiana. The President 
pointed out that present drilling 
operations covering both gas and oil 
are retarded by regulations issued 
by the Office of Petroleum Coordi- 
nated for National Defense, restrict- 
ing the size of wells to be drilled. It 
was feared that this might affect the 
continuous development program for 
the current year insofar as natural 
gas was concerned. In view of the 
company’s increased earnings the 
assumption is that, to date, these 
restrictions have not harmed the 
company as much as was feared. 
While the carbon black business is 
well below a year ago, diversification 
of United Carbon Co. in other fields 
has indeed proved helpful. As the 
synthetic rubber..program gets un- 
der way in 1943, the carbon black 
business should begin to improve. 
The rubber industry normally ac- 
counts for 85 per cent of the con- 
sumption of carbon black. This 
year’s output of synthetic rubber is 
expected to approximate 35,000 tons, 
but by the end of 1943 the produc- 
tion should be in the neighborhood 
of 250,000 tons. This however, is 
still only one-third of the normal 
rubber manufactured in the United 
States. The natural gas production 
of the company has surpassed carbon 
black as the bigger profit producer. 
The rising trend in natural gas prices 
will be accelerated almost beyond 
doubt due to war demands. The in- 
ventory position of the company has 
been very much improved in the last 
statement over the one of the prior 
year as shown by the fact that cash 
assets improved some $500,000. As 
there are but 397,885 shares of com- 
mon stock outstanding with no 
funded debt, the stock naturally 
tends to have wide swings, currently 
selling at 5434. The low of the year 
was 37 making it, from a stockmar- 
ket standpoint, one of the leaders of 
the present rise. There is small rea- 
son to doubt the continuance of the 
$3 dividend, disclosing a security 
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which one should have in one’s port- 
folio. However, for the short-term 
a price rise of nearly 50 per cent in a 
market in which the average share 
price rise has been only 25 per cent 
would incline the prudent investor 
to accept at least some portion of 
his profit. 





Commercial Solvents 


I have been wondering what to do with 
my 125 shares of Commercial Solvents bought 
at 9 last year. Earnings seem to be in an 
uptrend but the market action has me wor- 
ried. Can the new products the company is 
making continue to increase income in spite 
of taxes? What's the news on their new 
vitamin concentrates? Have they gotten any 
new patents lately—are any important ones 
expiring? As an old subscriber please write 
me the whole story concisely. What can I 
expect in dividends? Has the working capi- 
tal position of the company changed in re- 
cent years? What about turnover? Sales? 
Let me know plainly what to do with my 
shares—hold, sell or buy more?—A. B. F., 
New Orleans, La. . 


Commercial Solvents Corp. has 
long been one of this country’s larg- 
est manufacturers of alcohol fer- 
mented from grains and molasses. 
Alcohol is one of the most important 
of the numerous solvents that are 
indispensable in the making of many 
articles of necessity in war. 

In addition to its use as solvents 
alcohol forms the basic raw materials 
for the manufacture of ethers, for- 
maldehyde, esthers, and catones. 
These products are the most impor- 
tant ingredients used in the manu- 
facture of lacquers, paints, synthetic 
rosin, perfumes, drugs, cellulose 
products and an almost infinite va- 
riety of the new synthetic organic 
chemicals which have recently be- 
come so useful to the national effort. 

Alcohol is made by fermentation 
or through synthesis of coal tar prod- 
ucts or petroleum gasses. The na- 
tural process is by far the more im- 
portant and produces the largest vol- 
ume of alcohol. Ethyl alcohol, de- 
rived from grain fermentation, is the 
largest from a commercial point of 
view. The amount of ethyl alcohol 
consumed is second only to that of 
water. 

This company, together with U. S. 
Industrial Alcohol Co., manufactures 
about 25 per cent of all the alcohol 
produced in the United States for 
commercial purposes. Beginning as 
a maker of butyl alcohol, a specialty 
derived from the fermentation of the 
germ of corn grain, the company was 
forced into competition with other 









alcohol manufacturers when the 
basic patents on this fermentation 
method expired. Before that time 
they enjoyed a profitable monopoly 
for the product that is credited with 
having been instrumental in making 
possible the rapid production of au- 
tomobiles today. This was because 
butyl alcohol was the base for the 
manufacture of spraying lacquer, 
which in turn reduced the time nec- 
essary to paint an automobile body 
to less than one hour from twelve 
days. The butyl alcohol patents ex- 
pired in 1938. Sales of almost $46,- 
000,000 in 1937 were changed to 
$31,446,413 in 1938. They rose again 
in 1940 reaching nearly $44,000,000, 
and in 1941 surpassed all previous 
records to a total of $66,410,539. A 
good proportion of this return to 
high prosperity has been due to vita- 
min concentrate, a new ammonia 
plant in Louisiana, and new patents 
“nitroparafiin” of which the com- 
pany is now marketing 16 types. The 
original patents of this company 
were derived from Chaim Weizman, 
who in turn, made the discoveries 
as a desperate war situation in the 
first World War. British ammuni- 
tion having failed very badly in bat- 
tle the cause was ascertained to be 
poor quality of the alcohol deriva- 
tives used therein. Weizman, at that 
time a research professor in an Eng- 
lish unversity, was asked to investi- 
gate the fermentation of alcohol in 
order to cure this difficulty. He did 
so with the result that the peace- 
time uses of his pro¢éss were one of 
the few truly enormous benefits of 
the war. These patents expired 
September, 1936, in anticipation of 
which more economical manufactur- 
ing processes were developed for pro- 
ducing the basic solvents which the 
company had discovered by research 
of their own. This involved the 
changeover from corn to molasses as 
the raw material used. The prin- 
cipal products of the company today 
are acetonel, used chiefly in the 
manufacture of cellulose and acetate 
rayons and in the manufacture of ex- 
plosives, non-smokeless powder, etc. 
Alcohol made from molasses in com- 
pletely denatured form is'used main- 
ly as anti-freeze for automobiles. Al- 
cohol grain, made from corn, is used 
chiefly in whiskey blending and the 
manufacture of gin. Butyl alcohol 
and butyl acetate are used in lac- 
quers, photographic films, plastics 


(Please turn to page 255) 
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Announcing... 


The New Forecast Service 
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J 
Geared To Today’s Markets 


For Protection — Income — Profit 


Short-Term Recommendations for Profit 
. « « Mainly common stocks but preferred 
stocks and bends are included where out- 
standing price appreciation is indicated. 


Low-Priced Opportunities . . . Securities 
in the low-priced brackets that meet the 
same qualifications for near-term market 
profit. 


Recommendations for Income and Profit 
. - « Common stocks, preferred stocks and 
bonds . . . for the employment of your 
surplus funds and market profits. 


Low-Priced Situations for Capital Build- 
ing . . . Stocks in which you can place 
moderate sums for large percentage gains 
over the longer term. 


Recommendations Analyzed . . . Pertinent 
details as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell... 
You are not only advised what to buy but 
when to buy and when to sell—when to be 
moderately or fully committed . . . when 
to be entirely liquid. 


Market Forecasts . . . Every week we re- 
view and forecast the market, giving you 
our conclusions as to its indicated trends. 
Dow Theory Interpretations are included 
for comparison. 


Telegraphic Service . . . If you desire we 
will telegraph you in anticipation of de 
cisive turning points or market movements. 


Consultation by Wire and by Mail... 
To keep your portfolio on a sound basis, 
you may consult us on as many as 12 secur- 
ities at a time ... by wire and by mail. 


Added Services ... 


Business Service . . . Weekly review and 
forecast of vital happenings as they govern 
the outlook for business and individual 
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Priced To Serve Every Investor! 


bp greatest opportunities for capital building are developing as this 
recovery market pauses to consolidate its position before entering 
the period of most dynamic movement. 


In this vital situation . . . when proper action can mean so much to your 
financial welfare . . . we suggest that you avail yourself of the New 
Forecast Service. Through our definite and continuous counsel you will 
be advised what securities to buy for profit . . . for income. 


Our carefully weighed selections are coordinated with our New Inter 
mediate Trend Indicator . . . our basic timing barometer in advising 
you when to buy and when to sell . . . when to contract or expand your 
position. In actual operation for more than six months, this Indicator 
forecast the upturn within two points of the low and is gauging today's 
market movements with continuing accuracy. 


Tested and proven . . . through almost three years of laboratory work 
. major turning points and movements would have been forecast as 


follows: — 
Dow-Jones Ind. 

|) rn April 6, 1940...... 151.10 

: 57 points gain on the long side of the 
BUY ...... June 10, 1940... ...111.84 jnarket alone .. . while Dow-Jones In- 
SRE 2:52 Nov. 7, 1940......137.70 dustrials declined 58 points ... a 
ot) ee April 23, 1941...... 116.40 record 115 points better than the 
SELL.......August 1,.1941......128.20 market. 
GUY ...... April 23, 1942...... 95.00 








With the market in the early stages of a recovery spiral, we are desirous 
of adding materially to our growing clientele. For a limited time, there- 
fore, we offer Forecast Service at $40 for six months, $75 for a full year. 
You place at your disposal the same analysts . . . the same resources 
and facilities .. . the same calibre of service which formerly cost twice 
these current rates ... for we are confident that once you have availed 
yourself of our service, you will make The Forecast a permanent part of 
your investment and market program. 


Enroll with The Forecast now to receive: (1) Our initial valuable report 
on your holdings; (2) Our forecast of the next phase of the advance; 
(3) Our advice on what and when to buy, and when to sell. We will 
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Stockholders’ Forum 





(Continued from page 223) 


was extra compensation paid. The 
total amount of it was not stated. 
The basis of individual participation 
was not stated except that it ex- 
cluded the officer-directors and em- 
ployees eligible to participate in a 
Sales Incentive Plan. The Sales In- 
centive Plan was not described, nor 
total payments under it—if any— 
revealed. It is beside our point that 
this or that incentive plan—and in- 
centive plans have their indirect 
benefits to stockholders in many 
cases—has gone through the formal- 
ity of majority stockholder ratifica- 
tion. It is also beside our point that 
the sums of extra or incentive com- 
pensation involved here very likely 
are fair and reasonable. 

Now let us look for a moment at 
another company whose policy in re- 
ports to stockholders is at the oppo- 
site pole from that of General Foods. 
and which is subject to criticism on 
far more numerous and essential 
counts. Peculiarly enough, this is 
also a “good” company—New Jersey 
Zinc. As far back as our available 
records go—which is 42 years—it 
has an excellent earnings-dividend 
record. In each of those 42 years it 
has paid very substantial and fairly 
stable dividends, which is remark- 
able for a mining enterprise. Last 
year it paid $4 on the stock on earn- 
ings of $4.88, the dividend—allowing 
for stock split—exceeding payments 
in any year of the period 1923-1928. 

Yet this company’s reports to 
stockholders could be printed on a 
post-card. It states “income,” “divi- 
dends from subsidiary companies 
and proceeds from patents, etc.” as 
a single figure and “total net in- 
come.” It also states dividends paid 
and surplus for the period covered. 
Nothing whatever is revealed as to 
sales or gross income, nor as to de- 
ductions for operating expenses, 
taxes, maintenance, depreciation and 
depletion, contingencies. So far as 
can be ascertained, this company has 
never issued a balance sheet. 

In 1934 certain operating and bal- 
ance sheet figures were published by 
the Annalist, which stated they had 
been obtained from court records. 
These revealed that over the period 
1926-1934 net income had ranged 
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. from 24.9 per cent to 35.9 per cent 


of dollar sales—a strikingly high 
profit ratio. They also revealed a 
then working capital ratio of about 
45 to 1. Roughly, out of total stated 
assets of $85 millions, $60 millions 
was net quick assets. And out of 
total current assets of $60 million, 
no less than $41 million was repre- 
sented by cash and marketable se- 
curities. 

It’s a pretty safe bet that New 
Jersey Zinc’s balance sheet as of the 
end of any recent year would be de- 
cidedly impressive—but stockhold- 
ers have to take it on faith. 

Of course, this company is not 
listed on the New York Stock Ex- 
change. No company issuing such 
skimpy information on its operations 
could meet that institution’s listing 
requirements. The stock is traded 
on the New York Curb Exchange, 
where a typical week’s volume might 
average 700 to 1,400 shares. 

If a company’s stock is traded on 
any exchange—which in effect in- 
vites public participation for invest- 
ment or speculation—it would seem 
proper that it should be required, 
by the SEC if necessary, to issue 
adequate financial statements and 
balance sheets. 

As heretofore said, this happens 
to be a strong company with a not- 
ably good earnings-dividend record. 
Though paternalistic in its attitude 
toward shareholders, the manage- 
ment could not be otherwise than 
highly competent to get such results. 
That does not alter our opinion that 
stockholders are fairly entitled to 
more adequate information. With 
adequate reporting required neither 
by the Curb Exchange nor the 
SEC, what about the position of 
shareholders m companies which— 
for all that such shareholders know 
—may be less ably and honestly 
managed than New Jersey Zinc? 


Beech Nut Packing is still another 
“good” company. We have always 
admired its management. It is capa- 
ble and fair-minded. The top execu- 
tives are large stockholders who 
draw notably modest salaries. Yet 
we have one quarrel to pick with 
Beech Nut. It never reports sales 
figures. This lack is not vital to 
stockholders, and probably the com- 
pany could give a plausible explana- 
tion as to why it prefers to keep 
sales figures confidential. Neverthe- 
less one must notice that various 
other companies also in the pack- 





aged foods business, including Gen- 
eral Foods and Standard Brands, 
find it quite feasible and proper to 
publish sales data quarterly and an- 
nually. Why not Beech Nut? 

On the whole, over the past dec- 
ade or so, there has been a great 
improvement in corporate reporting 
as regards the adequacy and frank- 
ness of the material revealed. Part 
of the credit goes to the New York 
Stock Exchange. Part of it belongs 
to the moral pressure exerted by 
stockholder and public opinion. Part 
of it attaches to the direct and in- 
direct effects of New Deal-S E C re- 
forms. Part of it is simply a more en- 
lightened “we-live-in-a-glass-house” 
attitude on the part of a majority of 
corporate managements. But the 
battle for “corporate democracy” 
has not yet been fully won and all 
of us who want to help preserve a 
healthy private enterprise system 
must keep up the pressure. 

What can you do as a _ stock- 
holder? 

Answer: You can study your com- 
pany’s reports and proxies with 
much greater care and act with 
greater intelligence upon proposals 
submitted for your ratification. You 
can in all probability make a much 
greater effort to attend the annual 
stockholder meetings and ask ques- 
tions freely. (Meetings held even in 
New York City seldom attract more 
than 100 to 200 shareholders—and 
managements can’t be blamed for 
that.) Finally, you can write your 
corporate executives in very plain 
English if you think you have a bone 
to pick with them. 

But, you object: “I’m just one 
stockholder.” True enough—but you 
also are just one voter. Your one 
vote—or your one letter to a Senator 
or Representative—does not have 
much weight. But when many of 
you think and act alike, the election 
swings the way you wish and Con- 
gress listens to you. That’s democ- 
racy. If it works effectively in the 
relation of citizens to the Govern- 
ment, why can’t it be made to work 
more effectively in the relation of 
absentee stockholders to corporate 
managements? 

Democracy cannot be a manufac- 
tured, synthetic product. It works 
from the bottom up. It has its roots 
and origins in the people. Corporate 
democracy must have its origins 
primarily in the assertiveness of the 
stockholders as individuals. 
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What Will It Take to Pay for 
This War? 





(Continued from page 221) 


question on theoretical grounds is 
really a waste of time. What we 
have to do in production, we man- 
age to do. We shall have to manage 
successfully a Federal debt of some- 
where between $200,000,000,000 and 
$300,000,000,000—and we will do it. 
The crucial matter is not the size 
of the debt as such, but its relation 
to the national income. To validate 
the prospective debt, to collect taxes 
in adequate total, and to satisfy the 
economic and social aspirations of 
our people the Government will 
have to follow policies inducing or 
permitting the highest possible pro- 
duction of national income, without 
radical depreciation in the purchas- 
ing value of the dollar. This is a 
““people’s war,” not only in the fight- 
ing but also in the financing. For 
every rich man who is buying war 
bonds there are thousands of little 
fellows—and a great many millions 
of the latter will pay income taxes 
next year for the first time. In the 
environment being created, “monkey 
business” with money by the pres- 
ent, or any other, Administration 
would be sheer political suicide. 
There is no denying that the New 
Deal policy has already effected a 
major redistribution in the national 
income, and that this is being in- 
tensified both by war-time taxation 
and by the divergent influences on 
production in a war economy. Nat- 
urally, the war activity has been far 
more favorable to the economic 
status of industrial workers—includ- 
ing large numbers of middle-income 
technicians—and to the farmers than 
to other classes in our population. 
Many millions in the latter classes, 
even aside from higher taxes, have 
had no increase in income. There 
has been, and is continuing, a level- 
ing down at the top, a leveling up 
at the bottom. The rich have got 
poorer, the poor have got richer. 
However, even if one concedes 
that the range of income disparity 
in the past has been too great—with 
respect both to social equity and to 
the maximum productivity of an 
economic system which so greatly 
depends on mass production and 
consumption—the other side of it is 






DECEMBER 12, 1942 









AUnited States Marine dodges swiftly across 
the battle-scarred slope, takes position 
behind a shattered wall that commands 
the enemy gun emplacement across the 
tiny valley. 


A shell explodes in a shower of dirt, two 
hundred yards away from the enemy gun. 


The Marine speaks quietly into the tiny 
microphone in his hand. “AK9 to BJ. Left 
four zero. Two hundred short.” Miles 
away. an American artillery officer issues 
swift commands to his gun crew. 


Another shell-burst, this time in front of 
the target. ““AK9 to BJ,” says the leather- 
neck. “Left one zero. One hundred short.” 


And then, suddenly, a terrific, ground- 
shaking explosion across the valley ... the 
enemy gun emplacement disappears in a 
black, billowing geyser of rocks and smoke 
and rubble. The Marine puts the micro- 
phone to his lips. 

“AK9 to BJ— Mission accomplished! 
AK9 to BJ— Mission accomplished!” 

Mission accomplished—a direct hit! Be- 
cause the miracle of electricity has been put 
to work again—in the rugged, compact 


Westinghouse 
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radio transmitter and receiver that rides 
comfortably across the devil dog’s back, 
““W alkie-talkie, the Marinescall it—alight, 
completely self-contained unit that allows 
constant two-way communication with un- 
hampered freedom of movement. On scores 
of vital assignments, from spotting artillery 
fire to co-ordinating the movement of ad- 
vance patrols, the “walkie-talkie” is helping 
to make American Marines the deadly 
fighting team that they are. 

The “walkie-talkie” is only one of many 
Westinghouse electrical products for Amer- 
ica’s ground forces. In tanks and combat 
cars—at artillery and anti-aircraft posts 
and communications centers—in the field 
and behind the lines, more than a hundred 
kinds of Westinghouse electrical equipment 
are in use. Even in base and field hospitals, 
Westinghouse X-Ray machines and ultra- 
violet Sterilamps* are helping daily to save 
the lives of wounded men. 

For our ground forces, as well as for our 
naval and air forces, every ounce of West- 
inghouse “know-how” is on the job—to 
provide more and more of the deadliest fight- 
ing weapons that skill and ingenuity and 
hard work can produce. 
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eee making Electricity work for Victory 


Westinghouse Electric & Manufacturing Co., Pittsburgh, Pa. 


Plants in 25 cities; offices everywhere 


*Trade-mark Registered 





251 











that an excessive swing of this pen- 
dulum would dangerously reduce pri- 
vate savings-investment and thereby 
force us to ever greater reliance upon 
Government spending not only as a 
regulator but as the backbone of 
the economy. It is much to be 
doubted that a majority of our 
people want that. If that is true, it 
seems a foregone conclusion—as will 
probably begin to be indicated by 


“ the New Congress—that the Left 


Wing of the New Deal is fighting a 
losing fight for further radical ven- 
tures in “social reform.” 

A British conservative — Capt. 
Oliver Lyttleton, Minister of Pro- 
duction—recently put the problem 
in a very neat nutshell when he 
stated that the essence of a workable 
democratic system is “a balance be- 
tween the organizing power of the 
state and the driving power of the 
free individual.” 

The New Deal ideology cannot 
give us such a balance and neither 
could a Harding-type Government. 
The former tips the scale much too 
greatly toward the organizing power 
of the state. The latter would over- 
rate what private initiative can do 
in a modern industrial world, with- 
out adequate compensatory and reg- 
ulatory action by the state. 

Just as we need to shape the peace 
by the manner in which we fight the 
war, we need to shape our future 
economic-financial system by the 
manner in which we finance the war. 
In the last tax bill a start was made 
in the right direction by Congress— 
not by the Administration. For the 
first time in years very real consid- 
eration was given to the continuing 
health of the private enterprise goose 
which has heretofore laid the golden 
eggs. 

But we shall have to go much 
further. The present Federal tax 
structure is a patch-work monstros- 
ity, created by innumerable im- 
provised additions, rather than a 
planned edifice constructed on the 
one hand to provide the needed Fed- 
eral revenues and on the other hand 
to unleash to maximum possible ex- 
tent “the driving power of the free 
individual.” 

As we finance the war and turn 
our thoughts to the financing of 
peace-time production in the future, 
the biggest of all political issues— 
and struggles—confronting us will be 
that summed by Capt. Lyttleton: 
the finding of an acceptable, work- 








able and productive “balance” be- 
tween the organizing power of the 
state and the driving power of com- 
petitive private initiative. This is 
not an academic matter. The polit- 
ical struggle of which it is the heart 
has already begun and will continue 
to a decision. 





Market Potentials in Auto 
Accessories 





(Continued from page 232) 


industrial use. Military orders are 
believed to have fully offset the loss 
of automotive trade. As indicated 
by the decline in net income to $2.02 
per share of capital stock (outstand- 
ing in the amount of 628,100 shares 
of no par value) for the nine months 
ended with Sept. 30, last, from $2.78 
per share in the similar 1941 period, 
profits for the full year will prob- 
ably fall below the $3.27 per share 
reported last year. Dividends, which 
have been paid in every year by this 
and predecessor concerns since 1895, 
amount to $2 this year, with latest 
payment of 8714 cents on Dec. 15, 
thus equalling. the 1941 disburse- 
ments. The stock appears attractive 
for income. 

Earnings of 90 cents per share of 
Stewart-Warner Corp. for the nine 
months ended Sept. 30, 1942, com- 
pared with $1.08 per share (on the 
outstanding 1,272,995 shares of $5 
par value, the only capital obliga- 
tion) in the same 1941 period, can 
be considered satisfactory, in view 
of the great increase in taxes during 
that period. Operations are devoted 
almost entirely to war work. 
Finances were strong on Sept. 30, 
last, and working capital appears 
sufficient for all requirements. 
Although about one-half of normal 
revenues is derived from sale of auto- 
mobile products, other divisions, 
such as radios, electric refrigerators, 
die castings, furniture, hardware 
and (more recently) ranges and hot- 
water heaters are also important in- 
come producers. Dividends this 
year through Dec. 28 amount to 50 
cents per share, equal to those paid 
in 1940 and 1941. As a low-priced 
speculation, the capital stock has 
merit. 

Heavy volume on war orders has 
compelled Timken-Detroit Axle Co. 
to negotiate a 10-year $10 million 








debenture loan with two large insur- 
ance companies in order to provide 
adequate working capital. The loan 
bears 3% interest, and will be retired 
in a minimum amount of $1 million 
yearly. Profits for the fiscal year 
ended June 30, 1942, were equal to 
$5.25 per share on the 991,975 shares 
of no-par capital stock, compared 
with $5.01 in the previous fiscal year. 
Military equipment being produced 
by the company includes heavy- 
duty axles for army vehicles, forg- 
ings and other ordnance material. 
Latest dividend is one of 75 cents 
paid Dec. 5, 1942, bringing total 
payments for the year to $3.25, com- 
pared with $4.25 per share in 1941. 
Although the need to provide for 
reducing of debentures may compel 
a more conservative dividend 
policy, the optimistic earnings out- 
looks accords the common shares 
considerable speculative appeal. 

Large tax allowances for the first 
nine months of this year checked the 
profit recovery of Timken Roller 
Bearing Co., that had been in prog- 
ress since 1939. Net income for 
that interim was equal to $1.98 per 
share on the 2,419,380 shares of no- 
par capital stock, the only capital 
liability, compared with $3.16 per 
share on 2,000 fewer shares outstand- 
ing on Sept. 30, 1941. Loss of auto- 
motive business is believed to be 
more than counterbalanced by aug- 
mented demand from railroads and 
industrial sources and for military 
purposes. Aircraft bearing and elec- 
tric steel divisions have expanded 
facilities. Post-war prospects are 
aided by broader use of spiral bear- 
ings, as well as by the company’s 
increasing activity in special high- 
grade alloy steels. Dividends, which 
have been paid annually since 1922, 
amount to $2 this year through Dec. 
5, these comparing with $3.50 paid 
each in 1940 and 1941. The stock, 
quoted at about 6 points above the 
lowest price in five years, may be 
regarded as an excellent long-term 
holding for income and price appre- 
ciation. 

In recapitulation, it may fairly be 
asserted that operations of the com- 
panies upon which comment has 
been made in this survey will per- 
sist at virtually capacity levels for 
the duration, influenced only by ade- 
quacy of raw materials. Moderately 
lower net income, after all charges 
and taxes, is probable in many in- 
stances, but the market declines 
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which have occurred seem amply to 
have discounted such eventualities. 
The post-war era is fraught with 
uncertainty for individual accessory 
makers, particularly with respect to 
the character of trade relations with 
the automobile manufacturers How- 
ever, the accumulating automotive 
demand should provide a vast over- 
all volume of business for the acces- 
sory industry as a whole, with the 
concerns deriving a substantial por- 
tion of business fronmi non-automo- 
tive sources being in a more favored 
position. 





Have Machine Tools 
Discounted Peace? 





(Continued from page 229) 


around $3 for the past seven years. 
Such stability is unusual in a ma- 
chine tool company, particularly 
with current sales running many 
times those of 1936. A partial ex- 
planation is that the stock was split 
9-for-1 in December, 1940, while at 
the same time 62,342 shares of the 
new $2.50 par stock were sold at 
$15.25 a share, making the total issue 
240,000 shares. While it is difficult 
to adjust pre-war earnings in terms 
of the new stock, obviously the 
price-earnings ratio for 1937-39 in the 
table is somewhat too low—a figure 
around 5 would make approximate 
allowance for the split-up and sale of 
new stock. Even this ratio makes 
the stock appear rather attractive, 
as compared with some others in the 
list. 

The company’s balance sheet last 
year reflected a good current posi- 
tion, and long-term debt as well as 
bank loans had been eliminated. 


Giddings & Lewis Machine Tool, 
a Wisconsin company, is the leading 
maker of high-power precision hori- 
zontal machine tools for operations 
such as boring, drilling, milling, tap- 
ping, reaming and facing. Machines 
weigh from 10 to 125 tons and are 
suited not only to a diversity of uses 
in small plants but also mass produc- 
tion purposes in larger factories. 
Close operating relations are main- 
tained with Kaukauna Machine 
Corp. which is principally owned by 
President Kraut of Giddings & 
Lewis. The original business dates 
back to 1859, a recapitalization oc- 
curring in 1936. 
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Still working together! 


IRING line and production 
line—the old Studebaker 
father-and-son combination is 
still clicking! 
It seems only yesterday that 
Bill and his father were working 
side by side. 


Today Bill has a more pressing 
job—the most urgent job any 
man could have—he is fighting 
for Uncle Sam! 


But how could Bill fight, if he 
didn’t haveanything to fight with? 
And that’s where Dad comes in 
—along with thousands of others 
in the Studebaker plant, Dad is 
doing his share to make sure that 
America’s fighting forces are the 
best-equipped in the world’ 


The same skill—the same 
Studebaker plus—whichhave fib 


Bill is still giving more than he promised —and so is Dad! 


gone into every Studebaker mo- 
tor car and motor truck—are to- 
day going into every implement 
of victory that’s being produced 
by Studebaker. 


The Studebaker watchword— 
always give more than you promise 
—means more today than ever. 
Studebaker is justifiably proud of 
its important assignments in the 
arming of our Nation and its 
Allies. 


sty DEBAKER 





trucks for the ree fronts 
ond supply lines of: the United . 
Nations...and other war matériel. 


U.S. WAR 


BONDS 


STUDEBAKER’S 90TH 
eo eS & sie 





POLE 


ANNIVERSARY 1852-1942 


PGES I Sie ee - 





















































It won’t be Christmas as usual 


for most of us this wartime year— 


and, with luck, it won’t be Christmas as usual for a lot of children! A strange 
thing to say? No—not when you learn that 1458 children who formerly spent 
Christmas in a broken, unhappy home (in which a parent had died, was ill, 
or had deserted) are this year receiving through the Foster Care Services of 


The Children’s Aid Society the family life and attention they need. 


Thousands of other children also need this foster care. You can help them 
receive it by making a Christmas contribution to The Children’s Aid Society. 


Give now! 


THE CHILDREN’S AID SOCIETY @ 90th Year of Service to Children @ Make 
checks payable to Edwin G. Merrill, Treasurer @ 105 East 22nd St., New York City 








Securities Disturbing 
Investors 
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(Continued from page 233) 


liabilities. Proceeds from sale of 
securities has been held in cash and 
Government bonds—which current- 
ly are close to $30 millions. 

Conclusion: It is our opinion that 
the current price of 48 discounts 
the adverse uncertainties in the out- 
look. With a high yield forthcomin, 
and a chance for moderate price 
improvement the stock is worthy of 
retention over the longer term o. at 
least until clarification of final in- 
tegration of the company. For tax 
purposes, sale is suggested to build 
up a capital loss reservoir for use in 
the next five years. Probably the 
stock will move but little in the next 
30 days so that after getting the 
benefit of capital loss deductions you 
might readily repurchase at the same 
levels. 





Reconstruction of Europe 





(Continued from page 215) 


pean currency, to the maintenance 
of an inter-European transport sys 
tem, and perhaps even to free move- 
ment of labor within the Continent. 

As a matter of fact, free inter- 
change of European products dur- 
ing the reconstruction period could 
probably reduce the volume of out- 
side help. Central control of trans- 
port facilities should also aid the dis- 
tribution of supplies. Another factor 
which would help the inter-European 
sense of solidarity would be the 
building of public works on an inter- 
European scale, to benefit the Con- 
tinent as a whole. 

While planning on an inter-Euro- 
pean scale sounds ambitious and 
visionary even during these days of 
revolutionary processes, it is held by 
some to be the key to the problem of 
post-war settlement. The convic- 
tion is growing that the Continent of 
Europe must primarily lift itself 
from the war merass and that exten- 
sive cooperation, short of federation. 
is the only way to do it. 

A Frenchman, Denis Sauraut, sug- 
gested as early as 1940 that the Eu 
ropean states, instead of entering 












indu 
is 
chie 
dehy 


rye 


proc 
Wro] 
time 
fail | 
reste 
stre! 
solv: 
ent 

trop 
pora 
194] 
resu! 
prox 
mon 
The 
year 
ble. 

that 
mou. 
shar 
99 ce 











3) 


ale of 
sh and 


urrent- 


yn that 
counts 
he out- 
cOM Ig 
: price 
rthy of 
pi Oss 
nal in- 
‘or tax 
» build 
use in 
ly the 
ne next 
ng the 
ns you 
e same 





‘ope 





5) 


enance 
rt sys 
/ move- 
:tinent. 
. inter- 
ts dur- 
1 could 
of out- 
F trans- 
the dis- 
r factor 
iropeal 
be the 
n inter: 
e Con- 


r-Euro- 
us and 
days of 
held by 
blem of 
convic- 
inent of 
t itself 
t exten- 
eration. 


ut, sug: 
the Ev- 


ontering 


STREET 








into regular peace treaties with each 
other, should convoke a congress for 
reorganization of Europe five years 
after the conclusion of hostilities. 
Among many similar suggestions, 
one for the convocation of an all- 
European congress at whieh the Eu- 
ropeans themselves would work out 
the division of powers to be retained 
by individual states and those to be 
given to central government was 
that made recently in a letter to the 
New York Times by a well-known 
advocate of Pan-European Union, 
Count Coudenhove-Kalergi. 

We may conclude with another 
quotation from Professor Carr’s 
book: “The idea that peace can be 
established by shifting frontiers in 
conformity with some fixed rules... . 
did duty at Versailles and failed. The 
urgent need is to alter not the loca- 
tion but the meaning of frontiers. 
The drawing of frontiers thus be- 
comes a secondary process, not only 
in importance, but in time.” 

It will be a happier Europe that 
will consider its much fought-over 
frontiers no longer anything but ad- 
ministrative boundaries. 





Answers to Inquiries 





(Continued from page 249) 


industry. Methanole, wood alcohol, 
is made synthetically and _ used 
chiefly in the manufacture of formal- 
dehyde. Whiskey both bourbon and 
rye are sold in bulk form. 

In the early days of the Weizman 
process something went decidedly 
wrong with it and it seemed for a 
time as if the whole process would 
fail in this country. Heavy research 
restored the process to its original 
strength. Research led to new basic 
solvents patents, has led to the pres- 
ent innovation in vitamins and ni- 
troparaffin, and has saved the cor- 
poration several times in its history. 

As observed above the sales for 
1941 were about $66,000,000. This 
resulted in net before taxes of ap- 
proximately $3,300,000, for the nine 
months ended September 30, 1941. 
The net for the same period of this 
year was $7,182,527, more than dou- 
ble. From this it can be deduced 
that gross sales are reaching enor- 
mous proportions. The earnings per 
share in 1940 were 91 cents, in 1941, 
9 cents and for the first nine months 
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of this year 63 cents. No dividends 
were paid in 1939, 25 cents in 1940, 
55 cents in 1941, and 30 cents on 
July 30 this year. We believe that 
at least another 25 cents will be be 
paid this year. The net current as- 
sets of this company have shown a 
steady improvement, being 11.3 
million dollars in 1939, 12.7 million 
dollars in 1940, 13.7 million dollars in 
1941. In recent years the turnover 
has shown a very healthy increase, 
the number of times inventory has 
been turned over in sales was in 
1939 6.6, in 1940 8.9, in 1941 10.8. 
Therefore, in this most desirable of 
all operating factors splendid ad- 
vancement is being shown. This 
security should be purchased at cur- 
rent levels of 98%. 





American Smelting & Refining Co. 


In making my year-end security changes 
I am undecided what to do about my 50 
shares of American Smelting & Refining 
bought at 36 this year. Will the W LB 
ruling in October for increased wages hurt 
the company? Is it being affected by the 
halting of gold mining operations since it 
produces considerable gold? Can better zine 
and lead prices offset the increase in wage 
scales? What will the new zine smelter in 
Texas mean to the company’s production 
next year? Will the $1.50 extra dividend 
declared at the end of 1941 be duplicated? 
What's the general picture now from the 
viewpoint of future earnings and market 
action? Why is Mexican production doing 
so much better?—K. S. N., Cleveland, Ohio. 


Fluctuating within a price range 
of 43 high and 35% low, currently 
selling at 37, stockholders are war- 
ranted in making a careful review 
of the company’s situation. The mar- 
ket price of the shares has not risen 
from its depression lows to the same 
degree as many others have. This 
result is widespread amongst the cor- 
poration’s operating in the copper 
industry. Widespread belief that 
peace when it comes will mean great- 
ly reduced prices for copper, and will 
bring back into heavy competiton 
the South African coppers, have led 
to the present market valuations for 
the equity. Should we regard the 
war years as being 1939 to 41 and 
three prior peace years as 1936 to 
1939 we have a six-year period in 
which to gauge the company’s abil- 


ity in both peace and war. During 
this time American Smelters has 


earned $30.79, has paid to its owners 
$20.55, per share. The amount of 
$10.24 a share has been plowed back 
into the corporate treasury. This 
has been accomplished without any 


increase or funded debt either by the 
company directly or by assumption 
of subsidiary debt. Taking a view 
of the liquidity of the company’s 
capital structure it is sufficient to 
point out that their net current as- 
sets standing at $64,305,772 at the 
close of the year 1936 had risen by 
the end of 1941 to $71,676,249. Oper- 
ating profit margins have been on a 
rising scale since 1936, standing in 
that year at 2.3 per cent, declining 
in 1937 to 17.75 per cent, in 1938 to 
14.70 per cent, and commencing to 
rise in 1939, when they were 15.36 
per cent, in 1940 16.2 per cent, reach- 
ing 20.13 per cent for the year 1941. 
Profit margins will be aided this 
year by higher average lead and zine 
prices, which should compensate for 
increased labor and other costs. Do- 
mestic smelting and refining facilities 
will operate at a high rate for the 
duration, owing to the demand 
which has been generated as a result 
of the war effort. Mexican opera- 
tions are expanding under the stimu- 
lus of higher prices being paid by the 


Metals Reserve Co. for lead and 
zinc. The earnings, as reported by 


the company, for the first six months 
of 1942 were $1.60 against $2.29 in 
the 1941 period. Dividends were 
paid in 1941 of $3.50, so far this year 
$2, including 50 cents. November 30, 
payment, has been made. It is be- 
lieved the $2 figure is entirely safe 
since it has been covered in the first 
nine months of the year. In Oc- 
tober the War Labor Board voted 
wage increases of 214 to 1214 cents 
an hour for about 4,000 of the com- 
pany’s smelters in plants in Califor- 
nia, Colorado, Illinois, New Mexico 
and at Montgomery, N. J. The ef- 
fects of this increase will show in the 
last quarter. There is also the ques- 
tion of the W.L.B. restriction on 
gold mining operations which are 
not likely to affect the company. 
Copper, lead, zine, gold and silver 
are the most important metals pro- 
duced by the company but the gold 
and silver are obtained as bi-prod- 
ucts of copper and lead ores. 

This contingency will of course, 
require copper and as some gold or 
silver is associated in nearly all the 
veins the production of gold by 
American Smelting & Refining Co. is 
in no way handicapped. In addition 
the gold and other business in Mex- 
ico is In no way affected. In sum- 
marizing the outstanding points to 
be borne in mind about American 


















Smelting & Refining are these. The 
War Labor Board recent ruling for 
increased wages will raise the com- 
pany’s expenses but will not injure 
them seriously. The company is not 
being affected by the halting of 
gold mining operations. Better zinc 
and lead prices definitely can offet 
the increase in wage scale. The new 
zinc smelter at Corpus Christi, 
Texas, with an annual capacity of 
25,000 tons, output going exclusively 
to Metals Reserve Corp., has made 
sure the productive capacity of Mex- 
ican property. The $1.50 extra divi- 
dend paid last year will, in all prob- 
ability not be duplicated this year. 
Nevertheless, the stock is selling at 
reasonably low levels on its present 
return. 





Pullman, Inc. 





(Continued from page 235) 


position. This is vividly illustrated 
by the fact that, although operations 
for the four years from 1932 to 1935. 
inclusive, resulted in a total net de- 
ficit equal to $1 per share, dividends 
aggregating $11.6214 per share were 
paid to shareholders. Distributions 
in 1942 through December 15 were 
equal to $3 per share of capital 
stock, compared with $2.50 in 1941 
and $1.50 in 1940. 

For the duration, all manufactur- 
ing and transportation facilities of 
the Pullman organization will be 
fully employed. In view of the in- 
evitable readjustments that will fol- 
low the cessation of hostilities, the 
eventual status of the company dur- 
ing the post-war years is already oc- 
casioning much conjecture in finan- 
cial circles, with particular stress 
upon the probable nature of the 
company’s transportation activities. 
Intense competition from other 
forms of transportation is foreseen 
and, because of the comparatively 
low return on the investment in The 
Pullman Co., the point has been 
raised in some quarters that Pull- 
man, Inc., might choose to dispose 
of its Pullman car division, retaining 
only the manufacturing subsidiaries. 

In rebuttal of these views, David 
A. Crawford, president of Pullman, 
Inc., asserts that “any suggestion of 
liquidation of the sleeping car busi- 
ness still is certainly in the realm of 
individual opinion.” 
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The manufacturing division will 
be favored, for a considerable period 
at least, by the accumulating re- 
quirements for rehabilitation of rail- 
road rolling stock. When such de- 
mand has been filled, there will arise 
the problem of utilization of these 
manufacturing facilities. Inasmuch 
as the transition to the production of 
such unfamiliar lines as war equip- 
ment was successfully accomplished, 
it is conceivable that the manage- 
ment may be equally successful in 
adapting its operations to the pro- 
duction of other heavy equipment 
for which outlets may contempo- 
raneously develop. 

Meanwhile, the capital stock, sell- 
ing at only about six points above 
the low for the past two years, com- 
prises an attractive issue for income 
and fair price appreciation. The 
strong cash position, as well as the 
past impressive record, suggests 
maintenance of a liberal dividend 
policy during 1943. Even after al- 
lowing for higher costs and taxes an- 
ticipated next year, the volume of 
business on the books of the com- 
pany, and in prospect, should be 
adequate to assure earnings suffi- 
ciently large to warrant market 
prices for the capital stock higher 
than those now prevailing. 





At What Price Should Your 
Stocks Sell? 





(Continued from page 218) 


industry is being overdone. Do 
not forget that there are many 
people who have been unable to buy 
steel because the war effort has 
taken almost all of it. There will 
be peace-time machinery to be re- 
built and new kinds of machines to 
be made, railroads to rehabilitate, 
deficits in simple things of all kinds 
to be replenished, and an inevitable 
post-war building boom to be sup- 
plied. Perhaps the early years of 
peace will witness a steel industry 
prosperity, especially for the light 
steel companies like National, In- 
land and American Rolling Mill, 
which will confound the pessimists. 

Nor is there an open and shut case 
that the shipbuilding industry will 
fold up as quickly or as completely 
as it did after the last war. If Amer- 
ica is to take its place as a victorious 
world power, our foreign trade will 
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expand greatly; there are huge defi- 
cits of all kinds of peace goods to be 
exchanged between the Orient and 
the Occident and between America 
and Europe. The railroad equip- 
ment companies ought to have a 
good business in cars and locomo- 
tives to replace the present arma- 
ment business, and they are selling 
at reasonable values, “ex war.” 

Special mention should be made 
of the rail shares. They are regarded 
as war stocks, and hence are selling 
at from one to five times earnings in 
most cases. The investing public 
made be writing their obituaries at 
a premature time. Railroad manage- 
ment is being modernized, railroad 
plant is being mechanized, and the 
art of competition with other kinds 
of transportation is being learned, 
even at a late hour. The future of 
the railroads is tied up with the 
future of heavy freight, and in the 
early post-war period there is likely 
to be plenty of it—especially if we 
have a housing boom. At any rate, 
the rail shares at these prices are 
assuming the worst about railroad 
traffic and the future of the indus- 
try. No one expects that Southern 
Pacific will continue to earn $18 a 
share and Atchison $22; but South- 
ern Pacific at 16 is assuming earn- 
ings of $2 a share and Atchison at 
$46 is assuming earnings of $4 or 
$5 a share, and such figures are far 
from preposterous. 


The stock market overdiscounted 
war earnings in the early days of the 
conflict when Bethlehem Steel sold 
at $100 a share. Probably it will 
overdiscount peace by a too large 
rise in the peace shares before the 
end of hostilities. Some peace equi- 
ties, not doing too well now, prob- 
ably will sell higher before the 
armistice than after it; and if history 
repeats itself, as it probably will, 
sume of the war stocks will over- 
discount peace too. In 1919, the first 
year after the 1918 armistice, many 
of the war stock sold higher than at 
any time in 1918 or in 1917. 


Probably we are in for a series of 
surprises in individual stocks. Some 
of the war shares will pay much 
larger cash dividends in the process 
of liquidating the war than we ex- 
pect; and some of the so-called peace 
industry shares may not deliver as 
good earnings as we _ anticipate. 
Every equity presents a different 
problem in arriving at a proper post- 
war appraisal, and right now we cat 
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outline only dimly what these prob- 
lems are. The picture will unfold 
slowly in each case, and only the 
more alert will catch profitably early 
glimpses of its true nature. 

Always in judging a corporation’s 
securities the one most important 
thing to keep in mind is the ability 
of the management. The human 
element is far more important than 
the statistics and the assets; and the 
right brains can profit from almost 
any kind of an economic situation. 
This war is developing as much new 
thinking power in America as it is 
air power and shooting power. Have 
faith in the management of Amer- 
ican industry, and try to make some 
wise selections. If you succeed you 
won’t have to worry about price- 
carnings ratios or the relative merits 
of war shares and peace stocks. 





As I See It 
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every conquered nation ready to 
take over after the war—men who 
do not believe in Communism nor 
do their people. I found great op- 
position to Communism in the coun- 
tries adjacent to Russia, because 
these people—above all others— 
could see its weaknesses at close 
range. In fact, the strength of Fas- 
cism was due to the fear of Commu- 
nism, and the Fifth Column support- 
ting Hitler was more anti-Commu- 
nist than it was pro-Hitler. 

Three hundred years ago, Ed- 
mund Burke in his speech on con- 
ciliation of the American Colonies 
gave the clue to successful demo- 
cratic control of the world when he 
said that in order to succeed, every 
people must be guaranteed that they 
will have good government by their 
own self rule and not by enforced 
international policing of their “elec- 
tions and their parliaments.” And 
it is as sound today, because each 
nation has its individual characteris- 
tics and its own individual problems. 

We have set up a great ideal—that 
of helping the poor and the lowly 
the world over to get on their feet 
and to support themselves. And if 


we go about it with sincerity and 
understanding, there is no danger 
that Communism will survive any- 
where—including Russia. 
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Investment Audit of 
F. W. Woolworth 
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The so-called “soft goods” lines 
will also be progressively restricted 
as the war continues. Demand for 
textiles of every kind for uniforms, 
tents, bandages, packaging, and in- 
numerable other war uses will en- 
gross the operating facilities of 
makers of those articles to an extent 
where the quantity available for or- 
dinary retail purposes will be con- 
siderably diminished. 

Dividend policy of this company 


‘has been comparatively liberal over 


the years. Beginning with 1932, the 
company has disbursed a sum equal 
to 80% of total earnings in the dec- 
ade ended with 1941. In view of 
increasing taxes, it is a moot ques- 
tion whether such a generous policy 
will be continued in the immediate 
future. The increasing ratio of taxes 
to total revenues suggests main- 
tenance of a conservative dividend 
policy in future months, and if the 
80% ratio of dividends to earnings 
is to be preserved in future, profits 
must remain in excess of $2 an- 
nually to sustain the existing divi- 
dend basis of $1.60 per share an- 
nually. In this connection, it is 
worthy of mention that while total 
taxes in 1932 were equal to 30.8% 
of the 1932 dividend, in 1941 total 
taxes were 16% in excess of the 1941 
dividend. Therefore, while it is en- 
tirely probable that the company’s 
strong cash position may be an im- 
portant factor in persuading the 
company’s director’s to adhere to the 
existing $0.40 quarterly basis for the 
next few dividend periods, final de- 
termination of the extent of such 
disbursements will be influenced 
largely by the trend of net income 
during 1943. 

While it would be hazardous to 
assert that the company is closely 
approaching the period of maximum 
growth, the considerable expansion 
of rivals in the variety store trade 
over the past decade leads inescap- 
ably to the conviction that profit 
progress in the years ahead will be 
largely governed by the ability of 
the management to secure higher 
net profits for each unit operated. 

Selling at about 15 times indicated 
1942 earnings, the capital stock, at 











DIVIDEND NOTICES 








Beneficial 


Industrial Loan 
Corporation 
DIVIDEND NOTICE 
Dividends have been declared by 
the Board of Directors, as follows: 
PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/.¢ per share 
(for quarterly period ending Dec. 31, 1942) 


COMMON STOCK 
35¢ per share 
Both dividends are payable Dec. 


31, 1942 to stockholders of record 
at close of business Dec. 15, 1942. 


E. A. BaILeEy 


December 1, 1942 Treasurer 














UNION CARBIDE 

AND CARBON 

CORPORATION 
UCC 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable January 1, 
1943, to stockholders of record at the 
chose of business December 4, 1942. 


ROBERT W. WHITE, Vice-President 








Allied Chemical & Dye Corporation 
61 Broadway, New York 


December 4, 1942 
Allied Chemical & Dye Corporation 
has declared a special dividend of One 
Dollar ($1.00) per share on the Com- 
mon Stock of the Company, payable 
December 28, 1942, to common stock- 
holders of record at the close of busi- 
ness December 14, 1942. 


W. C. KING, Secretary 





LOEW’S INCORPORATED 


*“THEATRES EVERYWHERE" 
December 4th, 1942 


HE Board of Directors on December 
2nd, 1942 declared a dividend at the 
rate of 50c. and $1.50 extra per share on 
the outstanding Common Stock of this 
Company, payable on December 31st, 1942 
to stockholders of record at the close of 
business on December 18th, 1942. Checks 
will be mailed. 
DAVID BERNSTEIN, 
Vice President & Treasurer 





ALLEGHENY | LUDLUM "STEEL CORPORATION 


Pittsburgh, Penna. 
Allegheny Ludlum Steel Corporation has declared 


a year end dividend of 45 cents per share on the 
Common Stock of the Corporation, payable 
December 29, 1942, to stockholders of record 


December 10, 1942. 
E. J. HANLEY, Sec’y Trei as. 
AN: AC ONDA COPPER MINING co. 
25 Broadway 
New York, N. Y., November 25, 1942. 
DIVIDEND NO. 138 
The Board of Directors of the Anaconda Cop- 
per Mining Company has declared a dividend of 
One Dollar ($1.00) per share upon its Capital 
Stock of the par value of $50 per share, pay- 
able December 2'1, 1942, to holders of such 
shares of record at the close of business at 
8 o'clock P.M., on December 8, 19 
JAS. DICKSON, Secretary & ‘Treasurer. 
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the present time, cannot be consid- 
ered an attractive purchase, espe- 
cially in view of the less favorable 
profit outlook for 1943. However, 
for present shareholders a return of 
about 514% is provided; therefore, 
on the presumption that no down- 
ward revision of the prevailing divi- 
dend rate may occur in the months 
immediately ahead, there appears 
little reason for disposing of existing 
commitments in the capital stock of 
the Woolworth Company. 





if the War Ends Next Year 
—In 1944—In 1945 





(Continued from page 210) 


tries—there are ahead of us now 
fully two more years of a full war 
economy so far as concerns diver- 
sion of current individual incomes 
into liquid savings at a_ record 
high rate, so far as concerns the pro- 
gressive depreciation and_ obsoles- 
cence of all forms of durable goods 
now in use, and so far as concerns, 
therefore, the magnitude of post- 
war consumer markets waiting to 
be served. On this two-year projec- 
tion to late 1944, the war-time build- 
up of liquid savings will have 
amounted to $60 billions. 

We cannot measure in dollar totals 
the present annual rate of deprecia- 
tion and obsolescence of durable 
goods and equipment as an indica- 
tion of future physical need for re- 
placement. With style and model- 
years now forgotten, and with rea- 
sonable care, we are learning that 
virtually all types of durable goods 
will Jast much longer than we for- 
merly assumed. It is also true that, 
in ratio to the national income, pur- 
chases of consumer durables were 
abnormally heavy in 1940, 1941 and 
such part of 1942 as inventories of 
such goods remained available. 
Nevertheless, things do wear out: 
notably automobiles which—directly 
and indirectly—account for a major 
portion of durable goods activity. 
By the end of 1944 there will have 
been three full years of stopped auto 
production for civilians. The mini- 
mum need built up by intervening 
wear-out of existing cars probably 
would be 9 to 10 million units— 
equivalent to two years of active pro- 
duction as judged by the industry’s 
past standards. 
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The minimum needs for consumer 
goods of all kinds—autos, homes, 
electrical appliances, furniture, etc. 
—naturally would be proportion- 
ately larger with each additional 
year of war, with each more year 
that the entire civilian economy re- 
mains on a “pull-in-your-belt” basis. 

Contrary to popular thinking, a 
magically early end of the war— 
though desirable for other reasons— 
would make the transition to a peace 
economy more, rather than less, dif- 
ficult. More stimulus from Govern- 
ment action would be required to 
keep the economy on an even keel 
at a high level than if we remain on 
a consumer-squeeze basis for another 
two to three years. 

It is quite evident that it is the 
intention and hope of the present 
U.S. and British governments to get 
on not only with peace but the be- 
ginnings of relief and reconstruction 
in Europe, so far as physically pos- 
sible, as soon as Germany is de- 
feated, and without waiting for 
termination of the Jap “incident.” 
Regardless of just how this is 
financed, it inevitably will be an im- 
portant part of the foundation for a 
continuing high level of American 
production and exports for a con- 
siderable time after European hos- 
tilities end. 

Admittedly, the full scope of our 
participation in European _recon- 
struction—as more fully discussed by 
Mr. V. L. Horoth in the article be- 
ginning on page 213—cannot now 
be confidently forecast. Much will 
depend on the public opinion reac- 
tion in this country. Yet it is im- 
possible to believe that the reaction 
will be back to “isolationism” in 
anywhere near the degree following 
the last war. If that is so, our choice 
will not be participation versus no 
participation. The choice will merely 
be how much participation, where 
and by what methods. 

Indeed, if we are to play a leading 
political and economic role in world 
affairs henceforth, the attendant 
domestic economic potentials, grow- 
ing out of increased international 
commerce and large scale foreign in- 
vestment of American capital in the 
development of backward regions of 
this earth, will be enormous for years 
to come. 


Finally, the size of the post-war 


markets for consumer goods—espe- 
cially in our rich home market—is 
not a matter of minimum physical 


need but also of desire and taste. 
From decade to decade, our people 
have never ceased to desire more and 
better goods. Obsolescence creates 
consumer demand just as surely as 
does depreciation, and often more 
so. We are in an age—speeded by 
the war demands—of revolutionarily 
rapid technical and scientific innova- 
tion. 

There have been times in the past 
when, for various reasons, the com- 
mercialization of invention was held 
back. It is much to be doubted that 
that will be true after this war. We 
have now seen the productive genius 
and energies of America released in 
undreamed of proportions. In the 
writer’s opinion, it is highly improb- 
able that the people or the Govern- 
ment or the best minds in American 
business are going to be willing to go 
back to any form of industrial re- 
strictionism or protectionism. 

In short, in the writer’s view, the 
post-war competitive status and the 
high level of prevailing consumer 
purchasing power will combine to 
induce the earliest large scale intro- 
duction of new or vastly improved 
consumer products that will be 
physically possible. 

This will not come instantly with 
peace—whether in 1943 or 1944 or 
1945. Indeed the first renewed pro- 
duction of automobiles and other 
consumer durables very likely will be 
essentially the models brought out 
in the autumn of 1941. Those in a 
position to know what they are talk- 
ing about say it will take a full year, 
maybe more, to re-equip civilian in- 
dustries sufficiently to produce dura- 
ble goods reflecting any major part 
of the technical advances in indus- 
trial materials and fabricating tech- 
niques that will be available to 
‘engineers and designers. 

Such equipment preparation—like 
preparation for war production—will 
itself be one of the sources of con- 
tinuing high-level economic activity. 

Sounds like a boom? Yes—a boom 
throughout the war in employment 
and income, but with full reflection 
in the living standard denied and 
deferred until peace. After the war, 
a prosperity not only in dollars of 
income and savings but also in our 
general standard of living. From a 
strictly economic-financial viewpoint 
—though not, of course, from a hu- 
mane one—it is less thau vital 
whether our victory celebration oc- 
curs in 1943 or 1944 o1 1945. 
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